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Russian Terms, Weights, Measures, etc. 


U.S.S.R. Union of Sovict Socialist Republics. 

Commissariat. Corresponds roughly to our Ministry, 

Gosplan. State Planning Commission. 

Gosselsklad. State Agriculture Stores, 

Gostorg. State Trading Agency. 

Selskosoyus. Agricultural Co-operative Union. 

Centrosoyus All-Russian (Central Union. of Consumers’ 
Socicties 


One Chervonctz 

One Chervonctz 

Onc Rouble 

One Berkovetz 

One Pood 

62 Poods 

One pood of timber 

165 cubic feet of timber 
One verst 

One Dessiatine 


£p ts. Sd. 

10 Roubles. 

100 Kopecks. 

10 poads. 

36:11 Ib. avoirdupois. 
One ton. 

1 cubic foot. 

1 standard. 

0°66 miles. 

2/7 acres. 
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Foreword 


Е, the signatories of this report, left London on 
\ À ) September 8, 1925, crossed the Russian frontier on 

September б, and arrived in Moscow on the 
following morning. 


In Moscow we interviewed the Boards of the Textile, 
Oil, and Mineral Syndicates; the Supreme Economic 
Council; the Concessions and Electricity Committees ; 
the Central Executive Committee of the U.S.S.R.; 
the Commissariats for Foreign Trade, Finance, and Agri- 
culture; the Bonrds of the Sugar and Timber Trusts, of the 
State Bank, and the Centrosoyus; the Central Council of 
the Russian Trade Unions; and the Moscow Soviet. 

Later, we visited Nizhni Novgorod, Kharkoff, the Donetz 
Basin, Rostov-on-Don, many villages in the Don and 
Kuban Cossack regions, Armavir, Grosny, Baku, Tiflis, 
Erivan, Leninakhan, Vladikavkaz, and Leningrad. 

We recrussed the Russian frontier on October 18, and 
reached Brussels three days later. Two members pro- 
ceeded direct to London, but others remained in Belgium 
until the following day. 


REVISED ESTIMATES FOR 1925-26 


Throughout this report the reader will find estimates of 
Russia's intended foreign purchases for 1925-26. At the 
moment of writing these estimates are being revised by the 
Russian Government, because in the summer and early 
autumn of 1925 an exportable surplus of grain of 6,000,000 
tons was anticipated, but as the crop was later adversely 
affected by heavy rains the authorities, in December, 1925, 
estimated the exportable surplus at only three million tons. 

It should, however, be noted that although about 
3,000,000 tons of grain was lost as a result of bad weather 
conditions the value of the total agricultural products 
actually exeeed the autumn estimates by 150,000,000 
roubles, 

As Sovict Russia, in the absence of long-term credits or 
loans, can only purchase imports with the proceeds of her 
exports, the reduction in her exportable surplus of grain 
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will correspondingly affect her foreign purchases for 1925- 
26. At the moment of writing the revised plans for 
1925-26 have not been published.’ 


CORRESPONDENCE WITH M. RYKOV 


A word may be necessary here on this subject. We were 
naturally anxious to obtain from Мг, Rykov (who occupies 
in the U.S.S.R. a position analogous to that of the Prime 
Minister in Great Britain) the latest views of the Soviet 
Government on the questions still unsettled with Great 
Britain. 

The correspondence was brought to the attention of the 
Foreign Secretary, Sir Austen Chamberlain, in the House 
of Commons, but he declined the offer of Mr. Rykov to 
reopen Anglo-Russian negotiations for a settlement of out- 
standing issues, 


ISSUE OF REPORT 


Our first intention was to issue this report in December, 
1925, but later we decided to delay the publication until 
March. 1926, to enable us to inelude the statistics for the 
second half of the 1921-25 economie year, which were not 
compiled until February, 1926, and which were received 
during the course of the last month from the various Com- 
missariats which we had interviewed in Moscow. 

Tne SIGNATORIES. 


March, 1926. 


1 Since this was written the revised figures have been issued; they 
are, on the average. 20 per cent. less than the original estimates. 
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Introduction 
Te most disturbing fact to the mind of all serious 


people in Great Britain is the existence of a miflion 

and a-half unemployed : men and women who can- 
not find work in factory, forge, yard, or mine, largely 
because of the contraction of the world market. There 
is no lack of either machinery or material, or of skilled 
and technical service. For over five long years industry 
has been running slow, and in some cases stopped 
altogether, and there has been only а slight variation in 
the aggregate numbers of those who are compelled to pass 
their time in idle misery, and to accept the inadequate relief 
provided by the insurance funds or Poor Law. 


It is now becoming more and more apparent that the 
war and its direct and indirect consequences have brought 
grenter adversity to Great Britain than had at first been 
realised. Although she was spared the devastation of 
armed conflict on her own soil, it is becoming increasingly 
evident that she has suffered vita] damage to her com- 
plicated economie system, and that her recovery is likely 
to be slow unless steps are taken to deal with the obstruc- 
tions to foreign trade, or to open up fresh channels for the 
flow of manufactured goods which she is now unable to 
export. 

The highly organised industrial system of Great Britain 
gives her great advantage in competitive effort, but this 
becomes a weakness and a danger when normal trading 
facilities are interrupted. Her complicated economic 
system suffers considerably more than the less highly 
efficient organisations for industry and commerce of other 
countries. The cumulative effect of years of depression 
with its accentuation in recent months has had an almost 
paralysing effect upon our fundamental industries such as 
coal, stecl, and shipbuilding. 

The considerable falling off in foreign demand is one of 
the greatest factors in producing these conditions, but it 
should also be noted that Great Britain’s power of produc- 
tion was enormously increased during the war, when 
national requirements prompted the introduction of the 
highest stage of efficiency in all industries contributing to 
the supply of munitions. Those industries, which were 
over-employed and over-developed from 1914 to 1918, are 
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precisely those which are now languishing because of the 
shrinkage of the world market. 

It is certain that the territorial changes in Europe and 
the financial difficulties prevailing in very many countries 
have raised most formidable barricrs against the restora. 
tion of the normal pre-war volume of trade between Great 
Britain and her former customers in Europe: aud it be- 
comes urgently necessary to inquire into the possibilities of 
finding new markets in the endeavour to get our produc- 
tive machinery into motion and to find employment for our 
workpcople, 

Throughout the last century, British iron and steel 
works, shipyards, engineering shops and factories were 
producing materials for building railways, ships, docks, 
&c., all over the world, the labour and material being paid 
for by Dritish capitalists. The surplus profits made by 
their own industries were invested in foreign and colonial 
loans, in the knowledge that the grenter part would ulti- 
mately be spent in the faetories and workshops from which 
the profits had originally been derived. — Such profitable 
business can only be maintained, however, while other 
countries continue to be under-developed and are prepared 
to pay the price of help from those nations eapable of lend- 
ing and providing the machinery and equipment which the 
backward nations are striving to obtain. 

It is largely as а lending nation that Great Britain can 
immediately secure orders for her goods. — But loans can 
be placed only in countries with which we have estab- 
lished stable relations, nnd where they will be of mutual 
advantage. 

As during the last century trade was built up by direct 
assistance in developing undertakings all over the world, 
so in the present period of general stagnation it. is impera- 
tive for Great Britain to employ her capital and labour in 
supplving the means of development to countries that can 
provide us with a share of our ever-growing need of raw 
material to feed our industrial machinery. 

In examining the prospects for the development of our 
own trade it must be borne in mind that we can sell most 
to countries whose means of payment suit our economic 
and industrial position, viz., to those countries with a 
surplus of food and the raw material required by our chief 
industries. 

The policy of allowing the opening and closing of markets 
to depend on private enterprise has been discredited by 
present day results, and it is clear that national attention 
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to the organisation of trade is vitally necessary in order to 
prevent the growth of unemployment and industrial decay. 

The efforts made in the spring and summer of 1924 to 
arrange a treaty with Russia was a step in the direction of 
organising trade between the two countries: it was 
designed to find employment for British labour and 
British capital in productive work in our own country, and 
to dispose of our products in exchange for the grain, 
timber, and other products of Russia. It was with the 
intention of ascertaining how far the trading necessities of 
both countries were being impeded as а result of failure 
to ratify the treaty, and how far trade could be conducted 
if full facilities were afforded, that the group of Members of 
Parliament presenting this report made their inquiries in 
Russia. 

It is known that Russia has the capacity to grow and 
to supply large quantities of grain, that she has vast 
timber resources, that she produces oil, coal, and minerals, 
but little regard has been given to her relative capacity for 
buying and selling now that her economic system has been 
transformed by the revolution. 

“Englishmen,” said the Times Book of Russia, **know 
Russia less than they do Uruguay, or even the Philippine 
Islands. This is unfortunate, not only from the point of 
view of Russian‘ interests, but also for the sake of British 
enterprise." This book, published by The Times in 1916, 
with the object of demonstrating to the British trading, 
manufacturing, and financial communities that Russia, 
* with the richest reserves of minerals, ranging from gold 
and platinum to coal and iron; with limitless forest areas ; 
with precious furs and an abundance of valuable fish; .... 
appears to foreign cyes to be an exceptional field for enter- 
prise and the investment of capital, would no doubt have 
been followed by a library of commercial treaties on the 
potentialities of the Russian market had Russia remained 
cither an autocracy or a bourgeois Republic. 

True, the Daily Express as recently as December 28, 
1925, said :— 

"Soviet Russia has an area of 7,041,120 square 
miles, and a population of 132,000,000.' Its economie 
resources are varied and of great magnitude, and it 
ought to be the treasure house of the world.” 

But as a general rule ever since the November (1917) 
Revolution the policy of The Times and the majority of 


1 The present area of the U.S.S.R. is between eight and nine million 
square miles, and its population ‘s about 140,600,000 souls. 
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Conservative politicians has been to try and belittle the 
importance of the Russian market to Great Britain. Тһе 
favourite and most dishonest method is to ignore the total 
volume of Russia's import and export trade and the 
triangular nature of foreign trade, and to point out that 
in 1913 Great Britain’s total exports were valued at 
£525,800,000 (pre-war values), that of this sum Russia 
only purchased goods to the value of £18,000,000 (pre-war 
values), and then to contend that even the complete 
restoration of Russia’s pre-war foreign trade would be of 
little consequence to Great Britain. 

As a matter of fact, the total volume of Russia's pre-war 
trade was more important than the above figures might 
lead one to think as the following statistics taken from 
Russian and British official sources shaw :— 


RUSSIAN AND BRITISH TOTAL EXPORTS AND 
IMPORTS (1913) AT PRE-WAR PRICES 
£ 

Russia’s total exports (food, drink, 

tobacco, raw materials, articles 

mainly unmanufactured, articles 

wholly or mainly manufactured 

forming raw materials for other, 

industries)... .. 150,860,000 
Britain’s total imports (food, drink, 

tobacco, raw materials, articles 

mainly unmanufactured, articles 

wholly or mainly manufactured, 

forming raw materials for other 

countries) Р 769,000,000 
Russia’s total exports ‘of foodstuffs, 

raw materials, &c., to all 

countries, were equal to about 20 

per cent. of Great Britain’s total 

imports of foodstuffs, raw 

materials, Хе. M on wie — 
Russia's total imports (mainly 


manufactured goods)... 129,151,000 
Gzeat Britain's total exports (mainly 
manufactured goods) kd .. 525,300,000 


Russia's total imports (mainly manufactured goods) 
from all countries were equal to over 24 per cent. oí Great 
Britain's total exports (mainly manufactured goods) to 
all countries. 
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These comparative statistics show that Russia’s pre-war 
trade was far from being the negligible quantity which the 
“Die Hards” contend, 

Further, it is implicit in the argument with which we are 
dealing that Russia's total production and her import and 
export trade have remained unchanged for a century; an 
implication which is completely refuted by the following 
statistics :— 


£ 
In 1895 the total agricultural produc- 
tion of Russia was valued at (pre- 
war prices) just under ... -. 400,000,000 
In 1910 it exceeded ... зх ... 900,000,000 


Тл fifteen ycars Russia’s total agricultural production 
more than doubled. 


(Authority—The Times Book of Russia, 1916.) 
£ 


In 1895, Russia exported grain, 
wood materials, eggs, dairy pro- 
duce, and miscellaneous com- 
modities, to the value of (pre-war 
prices) Ыз on ze É 

In 1010, Russian exported grain, 
wood materials, eggs, dairy pro- 
duce, and miscellaneous, to the 
value of (pre-war prices) ... .-. 182,000,000 

In fifteen. years Russia’s exports more than doubled. 
(Authority—The Times Book of Russia, 1916.) 
£ 


63,800,000 


In 1895, Russia imported good to 

the value of (pre-war prices) — ... 53,800,000 
In 1910, Russia imported goods to 

the value of (pre-war prices) ... 99,250,000 

In fifteen years Russia’s imports increased by nearly 100 
per cent, 

(Authority—Russian Year Book, 1914, and Statistical 
Department of the British Board of Trade.) 

On a previous page we quoted the value of Russia's total 
exports and imports respectively for 1913, which demon- 
strate that the rate of progress in the period 1895-1910 
was not only maintained, but substantially accelerated in 
the period 1910-1918. 

The material progress in Russia between 1895-1913 is all 
the more remarkable because it developed under a Govern- 
ment which was hostile to economie advancement :— 
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“The Russian bureaucrats were quite content with 
the feudal economie system of the country ; they were 
not interested in internal development пог in 
modernisation of the Russian economic system. If 
anything, they were opposed to such development on 
the ground that it might undermine the existing 
political system." (Russian Debis and Russian 
Reconstruction, p. 38.) 

The Soviet Government, in striking contrast to the 
Tsarist Government, is chiefly preoccupied with the 
problem of developing the productive powers of the 
country to their greatest extent with the least possible 
delay. That immense developments are possible under 
the guidance of a capable and sympathetic Government 
is not in question :— 

“With an extension of railways, with sufficient 
capital and skilled legislative encouragement it will be 
possible for Russia to develop her mineral resources 
during the next generation as effectively as America 
has developed her mineral wealth since the close of 
the Civil War." (The Times Book of Russia (1916), 
page 101.) 

Possibly, the authors of this book would say that their 
theses were and are beyond argument, but that the Soviet 
Government, together with its trusts and commissariats, 
are incapable of “intelligent legislative encouragement." 

We believe that the record of reconstruction contained 
in the following pages constitutes an effective refutation of 
that contention. 

In the following pages we endeavour to present a 
detailed survey of Itussia's financial and material re- 
sources, together with a comprehensive sketch of the State 
machinery for the conduct of business in order that our 
recommendations may be related to the actual conditions 
under which business would be transacted. 

It is hoped that the information contained hercin will 
serve to convince the British public of the possibilities of 
immediate trade on a large scalc and to pave the way for 
the extension of export and import business many times in 
excess of pre-war standards. 


CHAPTER J, 
FOREIGN TRADE 


HE establishment of the State monopoly of the 

| foreign trade of the U.S.S.R. was promulgated in 

the decrees of April, 1918, and June, 1920. The 

first. was the charter of the State monopoly, and the second 

gave the charter precise form. The New Economic Policy 

initiated in the Spring of 1921 introduced radical changes 

of policy without vitiating the integrity of the State mono- 

poly which is adhered to as a cardinal principle by the 
Soviet Government. 


The Commissariat for Foreign Trade is divided into two 
fundamental sections : (1) the Controlling section; (2) the 
Operating section. 


The Operating section controls the Trade Delegations 
abroad, through which most of the importing and exporting 
trade of the U.S.S.R. is effected. However, the Co-opera- 
tives and the big syndicates have also been granted powers 
to deal direct with the forcign market. 


In addition many mixed companies (capital partly sub- 
seribed by Soviet sources, and partly by foreign nationals 
or companies) have been established for either importing 
or exporting purposes, or both, and these companies work 
in close contact with the Trade Delegations. 


British exporters and importers must always bear in 
mind that London and not Moscow is the buying and sell- 
ing centre for all trade with Russia, and that such trade is 
done through the Russo-British Trading Companies. 


The fiseal policy of the U.S.S.R. is definitely protection- 
ist; and is designed to protect such national industries as 
are adapted to rapid economic development. This is done 
by means of an elaborate but elastic system of licensing 
which is vigilantly controlled by the Regulating Board. 
Any foreign article can be placed on or removed from the 
list of protected articles as and when deemed desirable in 
the national interest. The Commissariat submits annually 
a provisional import and export plan to the State Planning 
Commission (Gosplan) which review and, if needs be, 
amends it in its relation to the general plan for internal 
trade. This is done on the basis of the Gosplan estimates 
of the productivity of national agriculture and industry; 
and on the estimate of the effective purchasing power of the 
Russian people over the same budgetary period, The 
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Russian budget year is from October 1 to September 30 : 
due to the faet that 84 per cent. of the population is engaged 
in agriculture, and the product of the last year’s harvest, is 
a vital factor in the budgetary estimates of annual trade, 

The plan for foreign trade is then endorsed by the Gov. 
ernment with or without change, and is put into operation 
for the coming year, October to September, But this 
annual plan is subject io such alterations as may prove to 
be necessary from time to time if the course of trade 
fluctuates outside the general run of the estimates. This 
check is exercised by the Regulating Board, which keeps 
carefu] watch on the trend of trade as disclosed by the 
periodical reports on trading transactions submitted to it 
by the trading concerns conducting the export and import 
trade of Russia. Despite the errors of judgment which 
are inevitable in the complexities of foreign trade, the Gov- 
ernment departments concerned are by now usually able to 
re-adjust the export and import of goods in accordance 
with the requirements and the means of the country. The 
experience thus acquired during the past few years, and 
the thoroughness with which this tremendous advantage of 
State monopoly is being enforced will enable Soviet Russia 
to exercise considerable bargaining power in world trade 
as the years go by. It is the sheet anchor of her national 
solvency. 

During the thirty years prior to 1914 Russo-British trade 
showed a tendency to increase in relation to the total trade 
of both countries. During 1914-1917 there was an abnormal 
increase of British exports to Russia, mainly war mntcrials ; 
and a heavy drop of Russian exports to Britain. More- 
over, trade between Russia and Great Britain almost ceased 
during 1918-1920, due to civil war, forcign intervention, 
and blockade. Thus, the whole period, 1914-1920 inclusive, 
was abnormal, and is no criterion cither way for the future 
prospects of Russo-British trade. Not until after the Trade 
Agreement in March, 1921, did the trade turnover between 
the two countries begin to increase. Since then there has 
been a steady improvement in both the export and import 
trade between Great Britain and Russia. In the nature of 
things it is still far short of the pre-war level. But the 
yearly increase in their trade turnover is rapid, and given 
a Trade Treaty and the restoration of full diplomatie rela- 
tions the annual volume of trade between the two countries 
would very soon exceed the pre-war total. 

The following table is evidence of the rapid recovery of 
the foreign trade of Russia, despite the loss of the rich 
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industrial ares transferred to Poland, and the loss of Riga 
to Latvia:— _ 

FOREIGN TRADE OF THE U.S.S.R 
(In thousands of roubles at pre-war prices) 
_ CALENDAR Yrars 
1918 | 1919 | 1920 | 1921 1922 1998 
Export | 7534| —- 1,997| 20,195| 81,621 | 205,818 
Import 57,274) 605 | 29,055} 210,003 | 273,807 | 144,056 
Turnover ..] 64,808} 605 | 20,452 | 230,198} 355,428 | 349,874 
Balance ‚|*49,740 — (127,658 |1189,808 |1192,186 | 261,762 
ew _ ‘IMinus. ? Plus. 
1925-26 
1923-24 1924-25 (First quarter, 
(Financial year,}(Financial year,| financial year, 
October 1 to | October 1 to October 1 to 
September 30) | September 30) | Dec. 30, 1925) 
pre-war prices | current prices | current prices 
Export 339,689 507,814 172,815 
Import 200,533 633,311 194,164 
'Turnover 540,222 1,141,155 366,979 
Balance +139.156 — 125,467 — 21,349 


Up to the end of the financial year, 1923-24, the Russian 
Customs authorities calculated exports and imports in pre- 
war prices, but from October 1, 1924 (beginning of finan- 
vial year), they calculated in current prices. 


The following table shows the trade done by the U.S.S.R. 
from October 1, 1924, to September 30, 1925, with a few 
of the principal industrial countries :— 


EXPORT AND IMPORT OPERATIONS OF THE U.S.S.R. 


OCTOBER 1, 1924, то Sepremprr 80, 1925 
(In gold roubles at current prices) 


Country Exports Imports 
Great Britain 185,442,000 107,806,000 
America 21,169,000 188,252.000 
Germany .. 87,005,000 101,602,000 
France ee 22,133,000 9,079,000 
Other countries .. 192,095,000 226,572,000 
Total 507.844.000 633.311.000 


Norr.—Gosplan estimate that the turnover for 1925-26 will be 
nearly two milliard of gold roubles. 
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It is thus important to observe that Soviet Russia has 
now secured firm control over her foreign trade. Her 
primary need for a favourable trade balance was to stabi- 
lise the chervonetz currency and to check the outflow and 
to encourage the inflow of gold until a normal state of trade 
is firmly established. It also enabled the State Bank to 
accumulate strong gold reserves over normal needs against 
the possibility of a bad harvest year, when the gold re- 
serves could be utilised to maintain the flow of vital imports 
despite the bad harvest. Apart from this necessary pre- 
caution in a country so predominantly agricultural and 
liable to crop failures, the national economy of Soviet 
Russia has no interest whatsoever in unlimited accumula- 
tions of gold reserves. 

The chief obstacle to the rapid and complete recovery of 
the pre-war volume of trade between Russia and Great 
Britain is the absence of an extensive trading agreement 
and of full diplomatic relations between the two countries. 
Numerous technical difficulties to trade arise due io lack 
of an exact and detailed trade agreement and treaty of 
navigation. Similarly trade organisations and private 
merchants of both countries consider their interests not 
fully guaranteed in the other country in view of the absence 
of rightfully accredited representatives (ambassadors). The 
absence of a sufficient number of consular organisations, 
such as existed in both countries in 1913, is also a serious 
obstacle to trade. Moreover, the lack of regular diplomatie 
relations is the main hindrance to organising credit, and the 
lack of credit impedes increase in the trade turnover. 

There is a great and ever growing demand for tractors, 
machinery for agriculture, and agricultural implements 
generally and even for motor cars. Given three to four 
years’ credit each peasant community could pay oif the 
entire cost of such machinery out of the proceeds of three 
or four normal harvests. The Soviet State organisations, 
and the Co-operative Societies which are now established 
throughout Russia, are the media through which al) agricul- 
tural machinery is bought and sold to the peasants. "еге 
is a steady increase every year in the use made of imported 
agricultural machinery due to State credits, to the activi- 
cies of the Co-operatives, and to the persistent educational 
efforts that are being made to induce the peasantry to dis- 
card their primitive methods of cultivation. As n result 
an ever-increasing number of peasants are yearly demand- 
ing modern machinery with which to cultivate their lands 
on the modern lines prevalent in America. 
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The exact need and the capacity of the 
for such implements is registered in eve 
local Co-operatives. The latter in 


periodic reports to the central Co-operatives and to the 
Commissariat for Agriculture. The villa e pease е 
able to pay cash for the smaller and fe а 

; inl : І Cheaper implements 
which are mainly made in Russia. But they require the 
net profits of three to four harvests to pay off the heavy 
cost of modern machines such as tractors reapers, and 
threshers imported from abroad. ‘They бай ошу һоре to 
get them on the instalment payment plan through the Co- 
operatives who guarantee to the State Department the 
yearly instulments with interest as they fall due. The 
Central Agricultural Bank recently established also finances 
large purchases, "The sale of foreign agricultural machinery 
and implements to the Russian peasantry can be made by 
agreement with Selskosoyus, Arcos, Gostorg, Gosselsklad, 
or directly with the Commissariat for Agriculture. In the 
сазе of large orders and agreements the guarantee of the 
Stnte Bank of the U.S.S.R. can be arranged for as security, 
if necessary. 

Just as her agriculture, so Russian industries generally, 
are in urgent need of up-to-date machinery to replace the 
out-of-date and worn out machinery still in use, and to 
make good the enormous loss of machinery destroyed or 
made derelict during the six years of war and civil war. 
We saw ample evidence of this need in the textile and 
mining industries of Russia. In pre-war days almost all 
of the textile ооа mining machinery used was British. 
The Russian workers are trained in the use of it, and they 
want no other, as it has proved the best in every way. 
There is thus u strong prejudice in favour of importing 
British machinery for the major operations of both the 
textile industry and mining, which, next to agriculture, arc 
the two largest and most progressive industries in Russia. 
Moreover, there is a large demand for British electrical 
machinery for the numerous electrical generating stations 
which are being projected and constructed in many parts 
of Russia. Lenin’s grandiose scheme of some seventy 
super-power stations in as many centres for the ultimate 
electrification of al} Russia was the dream and faith of a 
«cnius and is the task of super-men for generations. But 
it has inspired Russia, and already a goodly number of large 
power stations are in course of construction in ideal centres 
as described below. We inspected some of them in North, 
jn Central, and in South Russia. British firms have had a 


peasantry to pay 
ry village by the 
their turn present 
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large share of the orders for these works, and there is 
every prospect of British firms securing а still greater share 
of the orders for the electrical machinery that will be re- 
quired for many large power stations already projected for 
construction over the next five to ten years, providing they 
are ready to transact business with Russia on ordinary 
business terms. 

Professor Lomonosov, the well-known Russian engineer- 
ing expert, estimates that in two years’ time the Russian 
locomotive works and industry will be able to meet the full 
needs of Russia's present 46,000 miles railway system, but 
the country is ill-supplied with railways, and the special 
Government Department, which had been closed down 
since the beginning of the war, was reconstituted іп 
November, 1925, and has decided to build 3,000 miles of 
line per year. Herein again lies a vast field for British 
industry. 

We had abundant evidence everywhere we went of these 
prospective markets for all sorts of costly technical 
machinery of British manufacture, the effective demand for 
whieh will inerease rapidly for years to come. 

The following examples indicate how the shortsighted 
policy of British manufacturers or bankers hinder the 
placing of orders in Great Britain. 

American cotton which was formerly only purchased on 
the Brtish market is now being bought directly in 
America, this is due to the fact that immediately the 
American Government issued visas to the citizens of the 
U.S.S.R. and permitted the formation of a joint stock 
company (the Amtorg, similarly constituted to the Arcos 
in London), American banks granted conditions for financ- 
ing Soviet cotton purchases such as British banks refused 
to grant. Egyptian cotton, however, has still to be pur- 
chased by Soviet State organisations for cash in Great 
Britain. 

Hides' have to be purchased in Great Britain for cash, 
whereas leather goods in Germany are bought on four to 
six months? eredit to the extent of 80 per cent. of their 
value. 


MRussia to-day, as in the years preceding the war, exports light 
skins, but imports hides. because she does not produce sufficient of 
the lutter. to cover her own needs, and because the substance of 
Russian hides is not suitable for heavy sole leather and belting: 
moreover. to-day, as in pre-war ycars, she imports leather as her own 
industry is still unable to supply the full demand of the home 
market, 
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Wool' has to be purchased in Great Britain for cash, 
whereas in l'rancc it is possible to obtain three to nine 
months’ credit to 75 per cent, of the value of the purchases. 


Machinery? is obtained in Great Britain on six to thirteen 
months’ credit to the extent of 15 per cent. of the value. 
In Germany the credit period is twenty-four months to 75 
per cent, of the value. 


Materials for handicraft workers are obtained in Great 
Britain on credit for three to four and a-half months to the 
extent of 45 per cent. of the value, whereas in Germany 
and Austria credit may be obtained to the full 100 per cent. 
over a period of six to twelve months. 


Hardware and instruments are obtained in Great Britain 
on eredit terms extending over three to six months and to 
83} per cent. of the value. In France 88 per cent. of the 
value may be obtained on credit terms for three to six 
months, whilst in Germany and Austria credit may be 
obtained to the extent of 97 per cent. to 100 per cent. of 
the value for four to twelve months. 


Houschold goods may be obtained in Great Britain on 
credit to the extent of 75 per cent. of the value for from 
three to six months, whilst in Germany and Austria the 
full 100 per cent. is obtained on credit for three to twelve 
months. 

Haberdashery may be obtained in Great Britain on credit 
terms for two and a-half months to the extent of 50-55 per 
cent. of the value, whereas in Germany, Austria, and 
Poland eredit can be obtained for a full 100 per cent. for 
periods of three to seven months. 

Cotton-yarn can be obtained in Great Britain for four 
months’ credit to the extent of 70 per cent. of the value, in 
Czecho-Slovakia the full 100 per cent. of the value can be 
obtained on eredit for periods of three to seven months. 

Sugar has been obtained in Great Britain on credit terms 
to the extent of 35 per cent. of the value, in Germany 
50-55 per cent. of the valuc may be obtained on credit. 

During 1923-24 orders have been placed by the U.S.S.R. 
in Great Britain for electrical equipment, 50-60 per cent. 
of the value of which was obtained on credit terms for six 
to seven years, but in 1924-25 similar equipment was 

1 Now, as in pre-war years, Russin exports coarse wool for carpet 
making; but imports high-class wool such as Australasian, Cape, 
English crossbred, and super-lustre. 

© Tt must, however, ba mentioned that British firms in individual 
vases have granted credits for periods of several years, 
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obtained in Czecho-Slovakia, where 75 per cent. of the 
value was given on eredit for six years. 

Taking, however, the total trade turnover of the U.S.S.R. 
with Great Britain, the total credits granted for financing 
export and import operations are, on the whole, no less 
in Great Britain than in other countries, But the business 
relations between the U,S.S.R. and such countries as 
Sweden, Germany, Austria (with which trading relations 
have been established for some time), and also with 
America and France (with which trading relations have only 
been established recently), are rapidly improving, whereas 
in Great Britain the conditions for trade operations with 
the U.S.S.R. have certainly not improved during the past 
year, if anything they have become worse. 

Russia cannot develop her rich resources rapidly without 
importing large quantities of foreign machinery and manu- 
factures. These she can pay for by a corresponding in- 
crease in her exports of grain, flax, and hemp, timber, oil, 
and costly minerals of which she has rich workable deposits, 
For this prospective trade we have no serious rivals. The 
United States is too far off, and never did do much trade 
with Russia, as she has ample supplies at home of all the 
products exportable by Russia, Pre-war, Germany did 
most trade with Russia. But Germany is no longer in a 
position to finance long-term credit trade with Russia, 
except with the aid of foreign capital, and she is too seri- 
ously handicapped with reparation payments to do so for 
the next generation. Even in Tsarist days the bulk of 
Russia's foreign trade was done on the long-term credit 
system. Thus, the lions share of Russia's great and grow- 
ing foreign trade is within our grasp if we can summon up 
enough courage to discard the political prejudice against 
Soviet Russia whieh exists and persists in this country, 
thanks chiefly to the Tory Press. 

It is high time we realised that Soviet Russia has now 
firmly established law and order, and that her agriculture 
and industry are developing on the firm basis of a Socialist. 
State. The rapid recovery of Russia to the pre-war level 
of life and industry is now a certainty; and for the indus- 
trial workers and peasantry this pre-war level will scon be 
surpassed in every respect. This will lend to an enormous 
increase in the purchasing power of the Russian pcople; 
and the demand for foreign machinery and manufactures 
will increase almost in the same ratio. This prospect is 
borne out by the fact that the trade turnover between the 
U.S.S.R. and Great Britain has increased rapidly over the 
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last three years, despite the serious obstacles already 
roferred to. This trade is capable of phenomenal growth 
in the near future if existing political prejudices are re- 
moved. We are convinced that British banks could safely 
participate far more than they do in financing Russo- 
British trade. British banks are in а far better position to 
do so than are the banks of Italy, Germany, and France; 
whilst there is a very strong predilection in Russia in 
favour of British manufactures. Moreover, British manu- 
facturers generally are prepared to do big trade with Russia 
if given satisfactory banking credits. In return, Soviet 
Russia can give adequate security for long-term credits, 
partly out of her State Bank reserves but mainly out of 
her ever-growing capacity to produce a rapid annual in- 
crease of an exportable surplus of her chief products. But 
the fundamental obstacles in the way are the absence of 
the full diplomatic recognition of the U.S.S.R., a compre- 
hensive trade agreement, and a treaty of navigation. Given 
this Russia will at once become the largest and richest 
potential market for British goods in the world for the 
next generation, 


CHAPTER II. 
| INTERNAL TRADE 
I: the years Immediately preceding the war, the internal 


trade of the territories now comprised in the U.S.S.R. 
Was as follows :— 


(n millions of roubles at pre-war prices) 


Year Industrial! | Commercial Total 
1910 wee 4,542 7,380 11,922 
1911 T oe 4,945 7,784 12,729 
1912 Pv ee 5,690 8.372 14,062 
1913 4» „ө 0,322 8.945 15.207 


Between the outbreak of the war (August, 1014) and the 
“March Revolution" (March, 1917) the internal trade of 
Russiu progressively degenerated into chaos. 

The Provisional Government inherited a problem which 
it utterly failed to solve. It tried, by a scries of decrees, 
to regulate the distribution of goods within the country, 
and shortly after its establishment it proclaimed a grain 
monopoly and attempted to take the total supply of grain 
into its own hands. Пожсуег, as the enforcement of its 
decrees were, at best, half-hearted, and as the confusion in 
the country repidly increased, the condition of internal 
trade at the date of the collapse of the Government's 
authority was worse than when it assumed power. 

Consequently the Soviet Government became the heir to 
an even more pressing problem than that bequeathed to 
its immediate predecessor, and which was immensely 
intensified by the blockade, armed intervention, and civil 
strife subsidised by the Allicd Governments. 

During the following three years the policy of the 
Sovicts, in the very nature of things, had to be one dic- 
tated by the immediate necessities of the time. The free 
exchange of goods was prohibited by law, and the entire 
internal trade was conducted by the Government through 
its own institutions and through the co-operative organi- 
sations. 

The inauguration of the new economie policy (April 7, 
1921), which substituted a regular food tax for arbitrary 
assessment, and allowed the peasants to sell their surplus 
on the free market, naturally created profound changes in 
the internal trade operations. The Government decreed 
the free exchange of goods, but sought to influence internal 

1 Trade done direct between various industrics, such as coal 
purchased by railways, iron ore by ironworks, &c. 
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trade through the State trading organisations and the co- 
operatives. 

From 1922 onwards rapid progress was registered, as the 
following figures of internal trade transacted in 1922-23 
and 1923-24 show :— 

(In millions of roubles) 


Year Govern- | Co-ope- | Private | Total 
mental | rative 


1922-231 

In chervonetz roubles | 3.203:5 | I.123:8 | 3,392:2 | 7,719-0 
Per cent. of total 41-5 14-6 43-9 100 

In commodity roubles 

(ies at 1913 prices) | 2,610-4 918-5 | 2,7737 | 6,3116 


1923-242 
In chervonetz roubles | 6.021:3 | 2.815-5 | 4.9657 |13,832:5 

Percent. of total .. | 4355 20-6 35:9 100 
In commodity roubles 

(ie. at 1913 prices) | 3.5375 | 1.6717 | 2.98174 | 8126-6 

The figures for 1924-25, at the moment of writing, are 
not complete, but according to the preliminary returns of 
the State Planning Commission the turnover has increased 
by 45 per cent. of the 1923-24 total, and was equal to 
77.2 per cent. of the 1913 figure; however, the distribution 
has somewhat. changed : the shares falling to the Govern- 
mental institutions, co-operative, and private traders being 
39.5 per cent., 34.2 per cent., and 26.3 per cent. respec- 
tively. 

Although the internal trade of Russia has made remark- 
able progress since 1922, its present volume is far from 
satisfactory. Demand for industrial goods of all kinds has 
gone up enormously, the home factories are, however, 
unable to mect this demand, so long as they cannot he re- 
equipped with modern machinery and extended by new 
modern plant. For this purposc, and also to mect the 
demand of the peasantry for manufactured goods, it is 
necessary to import large quantities of machinery, mate- 
rials, and a variety of manufactures. Much of this could 
be obtained in Great Britnin, and consequently, likc many 
other manifestations of the country's economic activities, 
the development of Russia's internal trade could be accele- 
rated by the extension of the Trade Facilities Acts to 
Russian purchases in Great Britain. 

Á 1 The total trade done being equal to 11.3 per cent. of the 1913 
«итге. 
“2 The total trade done being equal io 53.2 per cent. of the 1913 
figure. 


Cuarter Ш. 
STATE PLANNING 
Т: State Planning Commission, better known as 


** Gosplan,” fulfils a very novel nnd necessary 

function in the internal economy of Soviet Russia. 
Soon after the revolution, the Sovict Government con- 
ceived the idea of a central planning organisation which 
should co-ordinate all branches of the national economy 
in accordance with a single properly ordered plan. This 
function was at first vested in the Supreme Economic 
Couneil which was to conduct the big nationalised indus- 
tries whilst, at the same time, exercising a general super- 
vision over all the other People's Commissariats. But in 
view of the unpreparedness of the pensant masses, the 
sabotage of many officials, and the shortage of loyal and 
efficient Soviet experts on the onc hand, and the civil war 
which broke out soon after the revolution as a result of 
foreign intervention on the other, this experiment at 
orderly planning in the sphere of national economy broke 
down. All the energies of the Government had to be 
devoted to the production of arms and to the defence on 
the numcrous military fronts. 


Immediately following the first more or less important 
military successes of the Sovict Government, the question 
of organising the national cconomy of the country in 
accordance with a properly ordered plan again came to the 
lore, and considering the paramount importance, under 
present conditions, of the clectrification of the country, 
the first step in the direction of national economic planning 
was taken by the appointment of a State Commission for 
the Electrification of the R.S.F.S.R., which proceeded to 
work out a plan of electrification for the whole Republic. 
This plan in the main still remains the basis upon which 
the electrification of the country is being carried out. 


On February 22, 1921, the Council of People’s Commis- 
saries ratified an enactment forming a State Planning 
Commission attached to the Council of Labour and 
Defence for the detailed drafting of plans of economic 
work throughout the Republic in accordance with the 
practical concrete conditions of the time. 


The ** Gosplan ? having been formed after the practical 
cessation of the civil war and of direct and indirect foreign 
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military intervention and the introduction of the new 
economie policy, had from the very first far greater 
prospects of success than all previous attempts at State 
planning. It did a tremendous amount of work in the 
restoration of industry and transport, and in the organi- 
sation of the fuel and food supply. Gradually, the best 
of the intelligentzia was drawn into the work of the 
“ Gosplan,” and this not only exercised a considerable 
influence on the work of the latter, but led to the recon- 
cilement of the Russian intelligentzia with the Soviet 
revolution. Since its formation the “Gosplan” has under- 
gone changes in internal construction iu accordance with 
the needs of the country. It is presided over by an 
eminent economist, assisted by a large staff of experts, 
technical, trade, and commercial, who are in close touch 
with every branch of agriculture and industry, and of 
home and foreign trade. 

At the present time the “ Gosplan " contains threc 
principal sections, e.g., Reconstruction, Productivity 
(including industry, agriculture, and transport), and Eco- 
nomic (which includes planning of home and foreign trade, 
finance, &c.). Through these sections and their sub- 
sections ** Gosplan ? surveys and reviews the productivity 
of every branch of Russian agriculture, industry, and 
commerce. “ Gosplan " prepares, on the basis of plans 
and figures supplied by the Commissariats and departments 
concerned, an elaborate and relinble budget estimate for 
the fiscal year, October-September, covering all interna; 
and external trade. It estimates the total revenue pro- 
curable after allowing for all outgoings to maintain and 
develop the efficiency of cach separnte industry, including 
provision for the social betterment of the workers. ‘‘Gos- 
plan ” has legal power to readjust the separate budget 
plans of every Government and industrial undertaking so 
as to fit them in with its own national plan or estimate of 
the national requirements over the fiscal year, irrespective 
of sectional interests. This annual plan is subject to such 
re-adjustment in detail as may prove to be necessary if 
the course of trade fluctuates outside the general run of 
the budget estimates. This huge task is carried out with 
marked success, and the Government usually endorses the 
** Gosplan ” estimates with little or no alteration. During 
the last couple of years the estimates ns regards the budget, 
industry, agriculture, &c., have proved more and more 
justified and possible to fulfil in actual practice. 


In its endeavour to organise the nati 
the U.S.S.R. on n well-defined national жй ы 
ance with modern science and technology, the obstacles 
confronting the “Gosplan” are enormous. In the first place 
it has to deal with an agricultura] system based mainly on 
small peasant farms (there are 22 million pensant holdings) 
still largely using very primitive methods. Secondly, 
the Soviet Government inherited from the Tsarist régime a 
largely illiterate population, an exceedingly backward 
system of transport and of the organisation of industry. 
Thirdly, it has met with mothing but hostility from the 
more economically developed Western Powers. Neverthe- 
less, the progress made during the last few years shows 
that the problems are being tackled with remarkable 
energy and a considerable measure of success. 

During the worst period of civil war, intervention, 
blockade, and famine, production fell to below 20 per cent. 
of the pre-war standard; about 950 millions sterling worth 
of industrial property was ruthlessly destroyed in the same 
period, and it was only in 1921-22 that agriculture and 
industry started to recover. Considering these facts the 
following figures of wealth production in the U.S.S.R. in 
1924-25 and the estimates for 1025-26 are most interest- 
ing :— 


n millions of pre-war roubles.) 


Per | 1924-| Per |1925- Per 
1913 | cent. 25 | cent. | 26! | cent. 


Agricultural produc- 
tion (incl. forestry. 
fishing and hunting)|12,820| 100 9,150| 71 ]11,430| 89 

Indust ries— 


Large oe e 5345| — 3.750 | — 5.000); — 

Small m (| 1,390 - 1,050| = 1,3370] — 
6,735 4,800 6,370 

Total percentage .. 100 71 95 


1 Estimated. 
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The following tables show respectively the output of 
some of the principal industries and the workers employed 
in 1013 and during the last five years :— 

Gross Outrur 
(Thousands of tons) 


————— 


Industry | 19184 |1920-21 [1021-22 [1922.22 1922-21 | 1924-25 
(1912) | 


Coal .. . 27.8646) 7,605-6) 0.631-910,796-0 15,903-8,15.038-5 
ой .. «d 9.201-0| 3,810-2] 4.5227) 5.166-5| 5,888-9| 6.596-6 
Tron ore ed $498-7] 149-5) 178-6] 427-5] 913-8 1,761-3 
Copper ore ..| 6326 + 184 622| 100-3] 155-0 
Manganese ore| 476-0 9:5 29-3 96-06 98:3] 1769 
Salt .. e| n9157| 9155, 835-0 1.007-4| 1.179- 1,4251 
Pig iron e1:2164|. 1152]. 173-6) 3003| 6552| 1.2171 
Martensite ..| 4.323:2| 1775| 8172 5866) 9828 1,098-7 
Rolled iron ..| 3.595-0| 218-8] 219-0] 4568) 6765| 1.263-0 
Cotton yarn ..| 3041 18:6 50-5 тае 101-9) 1778 
Wool yarn .. 33-8 51 10-5 LEG 19:3 97-1 
Linen.. es HED 9:6 110 20-2 30-0 49:0 
Acids.. ej 262-2 40:8 ATO 704| 1330| 163-5 


Alkalis ..| 200-5 93| 421] St! 10162 1159 
Makhorka | 
(cheap tobacco) 47-2 ia 120) 3| 212 304 


NuwnmEn or WORKERS 
(In thousands) 


Industry 19131 [1920-21 m 1922.23 |1923-21| 192-41-25 


(1912) | 
Coal .. 1347 157-7 180-8. тыб 
Oil 17:0 80-7 35:7] 35:0 
Ore mining 9-3) 13-9 16-9) 23-3 
Salt 9:0 TT 5-9 5-7 
Metallurgy 1550| 159-6 -- — 


Cotton varn .. 
Wool yarn .. 


Linen.. on 
Heavy 
chemicals .. 11-2 14-9 15-4 9-4 12-1 12:3 
Makhorka | 
(cheap tobacco) 


ii 54 3 33 40 42 


1 For ore, wool, flax, chemicals, and makhorka industries the 
figures given are for 1912. 
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* Gosplan ? estimates that by 1926-27 the pre-war 
standard of production will have been reached in all 
industries and surpassed in some. 

The main problem Soviet Russia has to face at present 
is the complete reconstruction of all the technical means 
of production inherited from pre-war days. To this end 
plans are now in progress for the construction of new 
factories and plants and electrical power stations, a 
number of which have already been started. A substantial 
part of the internal loan recently issued for © Economic 
Reconstruction ° (£30 millions) is intended to finance 
these plans. Some of the plants are for the construc- 
tion of tractors and of agricultural, textile, and other 
machinery. The construction and expansion of such plants 
will require considerable means, and will necessitate direct 
help from the Sovict Government or from outside sources 
by way of long credits. Most of the equipment required 
must come from abroad. For instance, “ Gosplan ?? esti- 
mates that during the next five years the minimum 
requirement of agricultural machinery will be as follows : 
In 1925-26 to the value of over 76 million roubles, in 1926- 
27 to over 84 million roubles, in 1927-28 to 98 million 
roubles, in 1928-29 to 132 million roubles, and in 1929-30 
to 140 million roubles. At the end of this five years of 
economic reconstruction Russia will have increased her 
agricultural and industrial productivity far beyond the 
pre-war peak period of 1913. That is the confident pre- 
diction of ** Gosplan ” and of informed opinion in Russia 
generally. 


Cuarrer IV. 
MACHINERY oF THE STATE TRUSTS 


INCE 1921, when the new economic policy was imtro- 
Gee the nationalised enterprises have been gradually 

placed under the administration of State Trusts, a 
special charter being drafted and sanctioned in each 
separate case. In order, however, to unify the principles 
and policies underlying the construction and working of 
these State Trusts, the ** Decree on State Industrial Under- 
takings working on a Commercial Basis (Trusts) " was 
passed on April 10, 1928. Since then there have been 
slight modifications in this decree, but none of these in 
any way affect the fundamental character of the Trusts. 

The type of orgamisation and control represented by the 
Trusts is of special interest as endeavouring successfully 
to secure full initiative for the management of industry 
combined with State ownership and ultimate State control. 
The working of the State Trusts has, on the whole, been 
very satisfactory, and the industries under their control 
has, as is well known, made very remarkable progress. 

The decree defines State Trusts thus: State industrial 
undertakings, authorised by the Government to carry out 
their operations independently, in accordance with a 
special charter granted to cach, and working on а commer- 
cial basis with the aim of acquiring profits. The liability 
of the State Trusts is limited to the extent of the property 
placed at their disposal. The State Treasury is not 
responsible for liabilities incurred by the Trusts. 

The Trusts are formed by the Supreme Economic 
Council, or by a People’s Commissariat, and may comprise 
one or more enterprises or works, and their independent 
commercial position is secured by the following clause : 
“ No State institution or enterprise has the right to take 
from the Trust its property or articles produced by the 
Trust, except by agreement with the Trust." The Trust 
controls and disposes of the property transferred to it 
under its charter in accordance with the civil law. 

The Supreme Economic Council, whose functions are 
practically those of a People’s Commissariat for Industry, 
determines the property or foundation capital to be handed 
over to the Trust and draws up an inventory and valua- 
tion of such property at current prices. The Supreme 
Economic Council also drafts a special charter for each 
Trust, covering :— 
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(a) Name of the Trust, location of its office, and list 
of enterprises forming the Trust, together with their 
location. 

(b) Aims of the undertaking. 

(c) The term of years for which it is established, if 
any period has been determined. 

(d) The amount of the foundation capital calculated 
in gold roubles. 

(е) Thé number, constitution, and powers of the Board 
of Directors and of the Control and Audit Com- 
mission. 

The charter, inventory, and valuation must be confirmed 
by the Council of Labour and Defence, after which it is 
registered and published, and a special paragraph in the 
decree provides for the publication in Ekonomicheskaia 
Zhizn (an official economic daily paper) of a notice regard- 
ing the constitution of the Trust and giving its registered 
name, the initial balance-sheet, and other particulars. The 
actual balance of every Trust must be published regularly 
in the Ekonomicheskata Zhizn. Subsequent alterations in 
the charter of the Trust, its foundation capital, &c., must 
be similarly ratificd, registered, and published. 

The extent of liability of the Trusts is necessarily limited 
to its working capital, i.e., money, bonds, commodities, and 
such products as nre consumed in a single act of production, 
such as fuel, raw material, and other necessary supplies. 
All such property may be attached in proceedings for debts 
in the same way us the property of private individuals. 

The basic capital, on the other hand, is all property not 
consumed in a single productive process, as factories aud 
other buildings, machinery, tools, live and rolling stock. 
None of this property (if constituting nationalised pro- 
perty), whether handed over at the foundation of the ‘Trust 
or subsequently acquired, may be attached for debt or 
otherwise disposed of without the sanction of the Supreme 
Economic Council. 

Land, minerals, water, and forests are not included in 
the Trust's capital. and are not inserted in the balance- 
sheet, but both in the Trust's charter and in its accounts 
and published balance-sheets the area of land and timber 
utilised by the Trust must be stated as a special item not 
ineluded in the accounts, together with an indication of 
their average pre-war prices in gold roubles and the rents 
corresponding to the utilisation of thc land, minerals, 
water. and forests. 
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Other State enterprises anq co-operative societies may 
be invited to take up part of the charter capital of the 
Trust, in which case a corresponding alteration must be 
made in the charter of the Trust. If, however, private 
capitalists participate, then the Trust loses its character of 
a State Trust, and must be Te-organised into а mixed Joint 
Stock Company, thus coming under the special legislative 
enactments regarding the latter. 


The following bodies contro] the Trusts :— 


1. The Supreme Economic Council, which may, however, 
delegate its authority on any matter to the Board of the 
Trust. The Supreme Economic Council sanctions the 
leasing or acquisition, or the sale or mortgage (where such 
is permissible by the civil law) of all buildings and other 
property forming part of the basic capital of the Trust, 
as well as any extension of the work of the Trusts. The 
Supreme Economie Council also appoints and dismisses 
members of the Board, of the Control and Audit Commis- 
sion, and of the Liquidation Commission. It also ratifies 
the appointment of the managing director and the chief 
accountant, who are elected by the Board, and sanctions 
the general instructions to these officers issued by the 
Board. Candidates for directorships may be nominated by 
the various Trade Unions, but each appointment is subject 
to ratification by the Supreme Economic Council. 


The Supreme Economic Council has to examine and 
approve the estimates of output, to confirm the annual 
accounts and balance-sheet, and to propose the distribution 
of the profits of the preceding year. 

Questions relating to any alteration in the charter or 
charter capital or the liquidation of the Trusts also falls 
within the competence of the Supreme Economic Council, 
hut the decisions of the Jatter on these points must be 
submitted for confirmation to the Council of Labour and 
Defence. 

Expenditure from the reserve fund, modifications by 
the Board of output estimates previously sanctioned, and 
the entry of the Trust into syndicates or other trading 
organisations cannot be undertaken by the Trust without 
the authorisation of the Supreme Economic Council. 


If the annual balance-sheet of the Trust shows a loss, 
and it appears to be necessary to maintain the charter 
capital by making good the loss, the Supreme Economic 
Council may, in view of the special State importance of 
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m Trust’s work, submit a resolution to the Council of 
abour and Defence that the Trust's deficit should be 
covered by the State Treasury. 


2. The Board of Directors of the Trust is appointed for 
onc year, and consists of three to five members, including 
the Chairman, In special cases a single manager may be 
appointed in place of a Board. 


Normally the Supreme Economie Council considers any 
alteration in the Board at the end of the accounting year, 
after the presentation of the balance-sheet. During the 
accounting year the chairman of the Board or the manager 
may be removed from office by the Supreme Economic 
Council only on representations made by the Control and 
Audit Commission, or by the courts, as to his being unfit 
for his duties, or his wasteful management, or other 
offences ; members of the Board may, however, be removed, 
by agreement with the chairman, for other reasons. The 
remuneration of the chairman and members of the Board, 
or of the manager, is determined by the Supreme Economic 
Council. 


The Board of the Trust carries out ull the ordinary 
functions of management of the Trust, and the Supreme 
Economie Council docs not in any way interfere, and is, 
indeed, prohibited from interfering, in the current adminis- 
tration and management work of the Board of the Trust. 

8. The Control and Audit Commission.—This body is 
appointed for twelve months, and consists of three mem- 
bers, the chairman, and one member appointed by the 
Supreme Economie Council, and the third member 
appointed by the trade union concerned in the industry. 
The work of the Commission is the same as that of any 
other supervising and auditing body, and for this purpose 
it may appoint experts to assist it. It may only pass 
judgment on the past work of the Board, but has no right 
of initiative. 

The Trusts are compelled to provide a fund for deprecia- 
tion by the allocation of a certain percentage of their 
basic capital, and for the building up of а reserve fund by 
allocating a certain proportion of their profits. 

The Trusts are, with certain exceptions established by 
law, liable to all forms of taxation, including the income 
and property tax, in exactly the same way as private 
undertakings. 

To eliminate as far as possible the middleman, it is laid 
down that in all buying and selling transactions the Trust 
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m pedcs Where terms and conditions are 
equal, to partments and co-operative associations 
lt is, however, provided that, on instructions from the 
Council of Labour and Defence Aa. 

Moi „or the Supreme Economic 
Council, the Trust may enter into such contracts at less 
than market prices, but in no ease less than the cost of 
production, including average profits. Such contracts will 
be with the buying Government department in the first 
instance, but in the event of that department failing to 
pay for goods delivered the State "Treasury becomes liable. 
The Trust may cease deliveries under the contract where 
payment is delayed, and in such cases has the right to 
cancel the contract altogether. In any case, payment 
must be made either by the department concerned or by 
the State Treasury, before the end of the current working 
year. 

If it is found necessary to liquidate a Trust, the Supreme 
Economic Council appoints а Liquidation Commission for 
this purpose. The Commission must contain, amongst 
other members, representatives of the trade unions con- 
cerned and of the People’s Commissariat for Finance. In 
cases where the Supreme Economic Council does not assume 
liability for any balance of debts owned by the Trust, the 
Provincial Court of the district in which the Trust is 
situated may also nominate representatives of the creditors 
to the Liquidation Commission. 

The relations between the Trusts and the trade unions 
are regulated by current legislation, and the Trusts, like 
other employers, are, of course, compelled to observe 
strictly the provisions of the code of labour laws. 


Ciapren V. 
ELECTRIFICATION AND THE ELECTRICAL 
INDUSTRY 

N accordance with the plans of the Soviet authorities, 
[шоу is to play a great part in the building of a new 

industria] system covering all parts of Russia and in re- 
constructing her industry and agriculture in accordance 
with modern scientific development. Cheap power is to 
be made available for villages and towns, rural industries 
of an auxiliary character, such as sugar and starch manu- 
facture, peasants’ workshops, harvesting and milling. It 
is hoped that machinery driven by this convenient form of 
power will enable the whole economic and social life of the 
country to be transformed. 

The Government plans are designed with a view to pro- 
viding adequate electrical energy to electrify existing 
industries und railways, as well as to yield immense 
volumes of mechanical power for the establishment of new 
industrial towns in the centre of Russia. In this way 
essential manufactures could be conducted as near as pos- 
sible to the markets of this relatively densely-populated 
area. 

It is proposed to link up practically the whole area of 
the country from Lake Ladoga to the Black Sea and the 
Caspian by a series of thirty giant stations, generating elec- 
tricity on a big scale, and transmitting the current at the 
high pressure of 110,000 volts over the whole countryside 
on a radius of 100 miles or more. 

Six of these stations arc to serve the districts lying from 
Leningrad to Moscow, and to cater for the very large 
industrial population which it is proposed to settle in this 
part of European Russia. Some of the stations will derive 
motive power from the flowing water of the many great 
Russian rivers. 

Abundant power is waiting to be harnessed, and a plenti- 
ful supply of electricity for all purposes is assured. In 
other instances peat hogs are to be utilised for fuel; the 
peat having a high fucl value and extremely low cost of 
exploitation is estimated to yield results comparable with 
the most efficient plants in other countries. In the coal 
regions of the South, coal will be utilised as fucl for steam- 
raising, and with the use of high-pressure turbine plant 
electrical energy will be generated near the collieries for 
distribution at a very low price over the industrial districts 
and the railways of that region. 


31 


32 POSSIBILITIES OF 


The most ambitious schemes are those which combine 
plans for inland Navigation and canalisation with those for 
Super-power generating stations. Such a project is the 
one for joining the Don and the Volga by a navigable 
channel, the straightening and deeping of the Don to its 
mouth in the Sea of Azov, and the institution of а number 
of hydro-electric plants in the valley of the Don that will 
provide an extensive system of power distribution for an 
area of thousands of square miles. This scheme is esti- 
mated to cost about £15,000,000. Another similar plan 
is to be applied to the Dnieper, whereby the river will be 
dammed and the flow used to drive huge water turbine 
sets which will yield an abundance of electrical power for 
industrial purposes in the area. This will be of great 
importance, since the plentiful supply of iron ore and of 
coal to be found here afford favourable ground for the: 
development of metallurgical and kindred industries. 

Some of the new stations are ready and working, others 
are approaching completion. We visited the station at 
Balakhna on the Volga, near Nijni Novgorod, where a 
British firm was supplying the greater part of the plant. 
The work of construction was being carried on under the 
supervision of engineers representing well-known British 
firms supplying the boilers, the machinery, and the elec- 
trical installations, but here the turbo-generators were of 
German manufacture. This station is to provide power 
to the dockyards and shops on the Volga, the town and 
industries of Nijni Novgorod, and is to serve a large tract 
of country for the provision of lighting and power in 
hundreds of villages and towns. 

We also saw hydro-clectrical stations in Tiflis and in 
Armenia, and remarked upon the way in which the dual 
object of irrigation and of power generation in all the 
schemes in these southern regions was being carried out. 

Altogether it is estimated that the whole of the plans 
will require the expenditure of nearly a hundred million 
pounds sterling; a great part of this cost will be incurred 
in the purchase of machinery and material abroad. The 
U.S.S.R. itself will be able to supply only a small part of 
the machinery and materials. A very large market is open 
for many years to come while these schemes arc being 
earried out, and even when the plants have been iustalled 
there will be a constant demand for the accessories which 
Russia will use in ever-growing quantities as the distribu- 
tion of electricity extends to her remote villages and towns 
for lighting and power purposes. 
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Russia has her own clectrical industry, and having regard 
to the disastrous effect of civil war upon industry in 
general, has made most satisfactory progress in reconstruc- 
tion and repair. ‘The value of the output of the electrical 
industry has already reached the pre-war figures, and it 
is expected that the very high proportionate increase of 
50 per cent. will be obtained next year. The capacity of 
the industry itself is limited by the failure of the Trust to 
purchase equipment and machinery from abroad, but it 
is anticipated that the volume of production of 1924 can 
be trebled by 1930, even if no outside assistance should 
be available. If credit could be obtained the electrical 
industry would spend £10,000,000 during that period on 
equipping new factories. 

Inducements have been offered to foreign financiers to 
invest capital: there have been discussions upon projects 
for the development of electrical enterprises by foreign 
firms operating as concessionaires for a limited period of 
time, subject to guarantecs of profits and return of capital 
investments on stated terms. Whatever method may be 
adopted to provide Russia with the necessary electrical 
machinery, there is an extraordinary field for developing 
electrical stations and the manufacture of electrical goods 
which will not be fully exploited for many years. There 
is no question of Russia’s suitability for this form of 
industrial expansion, her abundance of water-power, of 
coal and peat, and her ready market for electricity in the 
forms both of light and power give a unique opportunity 
for the establishment of a modern scientific system of elec- 
trical development in the course of the next few years. 


CHAPTER VI. 
THE TIMBER INDUSTRY 


HE U.S.S.R. stands first among the nations of the 

| world with regard to its timber resources. . The 

area of forest land in the Union is not definitely 

known, but it has been estimated at about 1,300,000,000 
acres. 

During the five years preceding the war (1909-1913) the 
lumber industry throughout the Russian Empire, excluding 
Finland, had an average annual turnover of 550,000,000 
roubles (about £58,000,000). 

In 1918 the turnover reached 620,000,000 roubles (about 
£66,000,000). The amounts and values of the exports of 
lumber from 1901 to 1913 were as follows :— 


Year Weight Value Year | Weight Value 


poods & poods £ 
1901 | 225,442,000 | 6.000,000 | 1911 | 416,914,000 | 15,000,000 
190N | 423,057,000 | 13.300,000 | 1912 |-128.0-£5,000 | 16,100,000 
1910 ]410,008.000 | 1-4500,000 | 1913 | 163.812,000 | 17,800,000 
' і 

The exports constituted, on an average, about 25 per 
cent. of the total output. 

It will be noticed from the following statistics that the 
sawn timber trade was making steady progress up to the 
outbreak of the war :— 


No. of Amount of | Inercase of 
Year No. of workers jsawn tiniber| production 
sawmills employed | (in cub. ft.) |(95 of 1900) 


1900 An 900 37.124 | 246,000,000 100 
1908 ET 1,020 38,300 332,000,000 135 
1910 ~ 1.164 10.598 356,395,000 144 
1911 E 1.326 57,689  |398.156,000 161 
1912 S 1,555 66.848  |.141.219,000 180 


Then followed the world war, the Russian civil war, 
foreign armed intervention, and the blockade, which gave 
a serious setback to the trade. It is difficult in our limited 
space to give anything approaching a complete picture of 
the tremendous losses caused by the armed intervention of 
Allied troops in the Northern district. Even the compila- 
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tion of the purely material losses suffered by these regions 
would be а big task. Intervention, in fact, shook the 
entire industrial life of the North to its very foundations, 
dislocating and disorgunising it for a long time to come, 
The greatest losses fell on the fundamental industry of 
the North, the lumber industry : the lumber mills were 
partly burned down and partly destroyed, a considerable 
part of the finished output was taken abroad or pilfered. 
The principal mills destroyed by fire, were :— 


£ 
The “Stella Polare” Lumber Mill, with its 
ten frames, machinery, and equipment, 
located on the bank of the Pechora River 
(burned down on November 18, 1918) 
(pre-war value) va on . 32,000 
The “Sylvanus” Furniture Factory, 
Archangel (destroyed by fire on January 
11, 1919) (pre-war value) T à 8,500 
Two lumber mills with warehouses, and 
another lumber warehouse with complete 
equipment and all the buildings 
(destroyed by fire on the Maimacksn 
River on September 2, 1919) :— £ 
(a) The damage to one of the 
mills and warehouses (the 
former Maimacksa Lumber 
Company) was equal to 
(pre-war value) a e. 67,500 
(b) The damage to the other 
mill and warehouse 
(formerly Contenet's) 
amounted to (pre-war 
value) ies m ... 200,000 
(c) The damage to the third 
warehouse (formerly Rusa- 
nov) amounted to (pre- 
war value — ... a .. 75,000 
——— £842,500 
Total £888,000 


Equally great, if not greater, were the losses caused by 
intervention in the form of damage, and depreciation of 
exportable goods: the sawn lumber, which could not be 


BRITISH-RUSSIAN TRADE 87 
exported through the White Sea and Arctic ports as these 
were in the hands of the Allies, was spoiled by rain and 
wind, and the timber and boards became rotted. 

The total losses to the Northern lumber industry, due 
to intervention, under the three headings of fire, export, 
and depreciation alone were estimated at £2,769,000. This 
figure would be considerably increased if we were to add 
the value of ships taken away and sunk, the pilfered, 
damaged, and destroyed equipment, and live and dead 
stock, and the losses caused by the cessation of work and 
the maintenance of workers and officials. 

Even five and a-half years of hard work, coupled with 
the expenditure of considerable sums for the reconstruction 
of the industry in the principal lumber districts of the 
U.S.S.R., have not yet succeeded in repairing the damage 
caused by foreign armed intervention. 

After the blockade was raised in 1921, the timber trade 
was again restarted and has since made steady progress, as 
the following figures show :— 


Year No. of workers Output of sawn timber 
employed (in cubie feet) 
1921-22  .. oe 36,825 61,360,000 
1922-93  .. se 39,560 110,000,000 
1928-24 .. T 37,430 122,000,000 
1924.25  .. ee 43,615 142,000.000 


The timber referred to here is only that under the con- 
trol of the trusts, the actual amount prepared was probably 
50 per cent. higher. 

Tle export lumber trade was also restarted and has since 
been steadily forging ahead. (For the purpose of com- 
pariron with the figures already quoted, it should be 
borne in mind that the exports from the present territory 


of Soviet Russia in 1913 were equal to 270 to 280 million 
poods :— 


Year Weight Value 
Poods £ 
1921-22... э 24,700,000 1,900,000 
1922-23  .. EN 59,800,000 4,100,000 
1923-294  .. 25 114,000,000 7,100,000 


1924-95  .. oe 119,400,000 7,333,000 
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Thus, great though the progress is as compared with 
1921-22, or even 1922-28, the export of lumber in 1924-25 
(119,400,000 poods) was still less than 50 per cent. of the 
quantity exported in 1913 (viz., 270 to 280 million) from the 
territory of what is now the U.S.S.R. 

According to the preliminary programme the following 
equipment will be required during the next five years :— 
1926, 100 sawmill frames: 1927, 100; 1928, 70; 1929, 70; 
1930, 70. 

If adequate equipment on reasonable credit terms were 
supplied by Great Britain, Soviet Russia could not only 
rapidly reach, but very quickly far surpass, her pre-war 
produetion and export of lumber to the mutual advantage 
of both countries. 


Cuapter УП. 


THE SUGAR INDUSTRY 


The yearly output of sugar was as follows :— 
ас с MM E MM dicla EMT RN 


No. of Output of Output of 

Years refineries granulated lump sugar 

in operation |sugar(inpoods)| (in poods) 

1909-10 mm 215 62,311,267 50,237,092 
1910-11 m 275 116,614,668 50,818,842 
1911-12 ais 279 118,059,794 49,244,453 
1912-18 "m 287 14,785,221 50,003,526 
1913-14 m 281 90.686,788 46,655,870 


The exports during the same years were as follows :— 


EXPORTS THROUGH EUROPEAN AND ASIATIC 


FRONTIERS 
Granulated Lump 
Yeurs sugar sugar Total 

(in poods) (in poods) (in poods) 
1909-10 a 1,982,441 8,415,481 5,897,872 
1910-11 T 15,258,892 1,603,485 19,952,377 
1911-12 ds 26,789,510 4,863,287 31,052,787 
1912-13 “ 5,068,695 5,209,591 10,272,296 
1913-14 ee 3,450,971 5,060,339 8,511,310 


The exports to Great Britain during this period were as 
follows :— 


Granulated Lump 
Year sugar sugar Total 
(in poods) (in poods) (in poods) 
1909-10 m 48.019 — 48,019 
1910-11 m 6,053,062 — 6,053,002 
1911-12 m 15,404,886 — 15,404,886 
1912-13 .. 513.696 612 514,308 


1913-14 an 8.830 — 8,830 
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During the years of the world war the production of 
sugar in Russia was as follows :— 


——MÓM — —— MÀÀ—— M —Ó E ÜÀÓ 


Е No. of Output of Output of 
Years refineries granulated lump sugar 
in operation |sugar(inpoods) (їл poods) 


1914-15 ++ 241 105,421,160 57,132,680 
1915-16 .. 234 91,321,160 52,376,024 
1916-17 oe 238 72,645,000 51,283,194 


Exports during this period over European frontiers 
practically ceased. 


The export prices of Russian sugar during the five years 
preceding the world war fluctuated considerably ; however, 
the average export price of sugar c.i.f. (cost, insurance, 
freight) Great Britain may be taken at 1.60 to 2.00 roubles 
per pood. 

There was a rapid falling off in production in the years 
1917-18 to 1920-21, i.e.. during the period of civil war, 
foreign armed intervention, and blockade :— 


No. of Output of ! Output of 
Years refineries granulated ! lump sugar 
in operation sugar(inpoods; (їп poods) 
1917-18 +s 229 55.866.808 15,326,640 
1918-19 - 209 20.342,062 3, 69-416 
1919-20 w+ 166 4,850,181 1.116,9: 


1920-21 ve 186 5,542,249 1.034.714 


During the world and civil wars two lump sugar re- 
fineries (in Odessa and Petrograd) and fourteen granulated 
sugar refineries were destroyed by fire. The main techni- 
cal equipment of the rest of the refineries was undamaged, 
except for abnormal wear and tear of the plant, due to the 
impossibility of carrying out normal repairs; considerable 
damage was, however, caused by the impossibility of 
proper storing. As regards the plantations, owing to the 
agrarian disorders and the activity of bandits, the destrue- 
tion, especially in the Ukraine, was very great. The live- 
stock perished almost completely, and a large part of the 
inventory was also destroved. 
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After the conclusion of the civil war and the raising of 
the blockade the industry started on the up-grade :— 


a ———__— 


No. of Output of Output of 
Years Tefinerics granulated lump sugar 


in operation sugar (in poods); (in poads) 


1921-22 .. 110 3,063,818 490,929 
1922-238 121 12,784,144 3,072,748 
1923-94 .. 122 23,022,961 7,840,000 
1924-25 es 123 27,491,842 18,400,000 
1925-26 3 143 58,250,000 == 


(estimation) 


Before the war large scale production accounted for 80 
per cent. of the output of the total beet industry, and 
peasant production for only 20 per cent.; by 1925 the posi- 
tion was reversed. Beginning with 1927 the entire acreage 
under beet cultivation will belong to the peasantry them- 
selves. 

A steady incrense in the fertility of the land has been 
achieved by the greater application of machinery, manure, 
nnd super-phosphates. The application of super-phos- 
phates in 1924 and 1925, and the estimates for the immedi- 
ate future are as follows :— 


| Super-phosphates 


Year | Crop (in poods) 
1924  .. .. | Winter crops and beet .. 1,286,816 
1925 as n n - os 2,253,000 
19260  .. .. | Beet only Y 4,300,000 
1927 aos os - 1 5.100.000 
1928 .. M 5, | 5,900.000 
1920 Ss oe T estimated 6,600,000 
1930 7,400,000 
1931 8,000,000 


The total daily output of the 194 refineries that are 
being put into operation according to the programme will 
be 580,000 Berkovitz, the number of horse-power will be 
63,000. 

Machinery is used to some extent in the refineries, but 
many of the processes in the beet sugar industry are still 
earried on without the use of machinery. This applies 
partieularly to the outside work connected with the supply 
cf raw mnterial, fuel limestone, the removal of foreign 
matter, &c. 
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gol ШЕ 194 refineries under reconstruction according {о 
a po programme are to be put into operation in 
н es i € seme programme estimates for the building of 

St ten new refineries in 1927, with an average daily 
capacity of 5,000 Berkovitz per refinery. 

Before the war a considerable part of the technical 
equipment and apparatus was imported, chiefly from Ger- 
many. Reconstruction is at present proceeding very 
rapidly, despite the tremendous difficulties arising from 
the economie blockade of the U.S.S.R. The Sugar Trust 
has, however, been forced to limit itself to the restoration 
of the technical equipment of the delapidated refineries and 
to order in the home factories articles which had previously 
been purchased abroad, and which had never before been 
produced in Russian factories. 

In replacing the delapidated equipment, every effort will 
be made to use as many articles of home production as 
possible. To what extenti this will be feasible it is difficult 
to say at present. Among the articles to be imported there 
will certainly be thermo-apparatus, laboratory equipment, 
steam engines, turbines, and internal combustion engines. 
This applies also to the construction of equipment of new 
Tefineries. 

The sugar trust requirements of imported agricultural 
machinery and implements will apparently continue to be 
large for a considerable time to come. 

During the economic year of 1923-24 the sugar industry 
imported from Germany 306,740 roubles worth of equip- 
ment, laboratory apparatus, and tractors. 

During 1924-25, 1,954,000 roubles were spent on imports, 
the entire order (with the exception of 250,000 roubles spent 
in Czecho-Slovakia on agricultural machinery) went to 
Germany. 

However, it has been decided to purchase in England 
twenty-five out of the ninety-nine steam boilers required 
to replace the old ones. 


Carrer ҮП]. 


THE ОП, INDUSTRY 


USSIA in pre-war days occupied second place in 

the list of oil producing countries: since then, 

owing to the war, revolution, and intervention, the 
production having fallen very considerably, Mexico has 
become second, leaving Russia third in the world list. 

The United States, with an annual output of 24,000 
million gallons, is only able to export about 15 per cent. 
of her total production, and as her domestic requirements 
continue to increase, the time is rapidly approaching when 
it will not be possible for her to export oil in any form, 
and it will, on the contrary, be necessary for her to import 
immense quantities of mineral oils from other countries. 
It has been estimated that the oil reserves of the U.S.A. 
will be exhausted well within twenty years, and that the 
oil in the American continent wil have become exhausted 
long before the oilfields of Asia will have reached their 
maximum production. 

On the other hand, the known oilfields of the U.S.S.R. 
have almost unlimited possibilities of expansion : the sur- 
veys already made show oil-bearing ground in the Caspian 
region over an area of 500,000 square miles, while a large 
number of separate fields are known to exist in the Urals, 
the Kuban territory, and in Siberia. According to Pro- 
fessor T. K. Raimzin, the total reserves of the U.S.S.R. 
amount to nearly 3,000 million tons, or about 37 per cent. 
of the entire world resources. 

The oil industry of Baku and Grozny were in full 
exploitation at the end of the nineteenth century. The 
maximum production of ten million tons fell to eight and 
a half millions by 1918, and during and after the war it 
again fel] until it dropped to a third of that quantity in 
1920. 

The damage done during the civil war was immense, by 
the flooding of the wells and the destruction of the plant 
by fire, the industry was almost crippled, and it has re- 
quired the utmost efforts of all concerned to bring the wells 
back to a state of production, and to enable the refineries 
to resume work. 

From 1921 onwards the oilfields at Baku and at Grozny 
have steadily developed. The old system of separate 
exploitation by hundreds of companies has given way to a 
nationalised system, operated by the oil trusts, and it has 
now for the first time, been possible to introduce а thor- 
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oughly scientific method of exploitation, commencing with 
the systematic boring within the arens of the properties to 
be developed. The geological surveys are very carefully 
compiled and correlated. ‘The movements of oil are closely 
studied and the records of subterranean phenomena made 
available for the engineers at all the wells. By these 
means it has been found that fewer wells are required, and 
great savings in the cost of boring and pumping have been 
effected. 

The average daily output of each well in the Grozny 
field is about eighteen tons, and in Baku about six and 
a-half tons, an increase over the 1913 output of about 40 
per cent. in Grozny, and a small increase in the Baku wells. 

A system of pumping is being generally introduced 
instead of the old pre-war method of baling. The use of 
electricity for power purposes is being pushed as rapidly 
as possible, and very large quantities of electrical 
machinery and accessories are in demand. The machine 
shops at Baku are entirely driven by electricity, and the 
greater рагі of the drilling is done by motor-driven drills. 
There is considerable development in Grozny and new 
machinery is to be installed for drilling, pumping, and 
refining. 

The cost of production in these two main oilfields is com- 
paratively low, and as more machinery becomes available 
the cost is expected to be reduced stil further. The 
export price of crude and refined oil is lower than that of 
competing countries, and the demand is grenter than the 
supply of oil at the Black Sea ports. A considerable 
quantity of oil is conveyed by rail ta all parts of Russia : 
there is a considerable tonnage of oj] tankers on the 
Caspian Sea, but the growing demand for home and export 
supply requires an enormous increase in the equipment 
for transporting oil by sea and land. "The increasing import 
trade can only be met by the construction of pipe lines to 
the Black Sea and of refineries on an immense scale either 
at the port or at the oilfields. 

There is a project for a new pipe line from Grozny to 
Tuapse on the Black Sea, a distance of about 100 miles. 
This new oil port is north of Batum, which is the outlet 
from the Baku oi!field, and when it is completed and 
equipped with the new oil refineries there will be ample 
landing facilities for quantities largely in excess of ai] past 
shipments. A large number of tankers will be required 
to transport the oi! to foreign ports, and already the Oil 
Trust is prepared to place orders for a vast amount of 
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tonnage of all kinds for the Black Sea trade and also of 
machinery and fitments for vessels to ply on the Caspian 
Sea. 

The great need for such tankers will be readily appreci- 
ated when we point out how the export of oil and oil pro- 
ducts has increased during the last couple of years. In 
1913 the total oil exports amounted to 57,000,000 poods. 
In 1928-24 they had already reached 45,817,000 poods, and 
in 1924-25, 81,680,000 poods. The latter includes 
28,856,000 poods of kerosene and 29,788,000 poods of 
crude oil and mazut. 

During the last three months of 1925, 19,456,000 poods 
of oil were exported from the U.S.S.R., as compared with 
4,819,000 poods in the corresponding period of 1922, 
7,578,000 poods in that of 1928, and 11,825,000 poods in 
that of 1024. 

As the wells are re-equipped and additional wells are 
bored enormous quantities of new machinery will be neces- 
sary, and having regard to the very limited capacity of 
Russia's own works and factories the greater part of all 
the new plant and machinery will have to be imported 
from other countries. There will be an immense market 
for al kinds of electrical machinery and accessories to 
keep pace with the electrification plans of these areas. 
Locomotives, railway material, pipes and tubes, boring 
tools and machinery shops equipment are only partially 
capable of being provided in Russia, and orders for large 
quantities of these goods could be immediately placed if 
suitable credit facilities were available. A great part of 
the new machinery now being installed in Baku has been 
bought in Italy, the U.S.A., and Germany; only a small 
part of the aggregate machinery imports of this district 
bears the stamp of British manufacturers. 

It is highly probable that in the next decade or two 
machinery and plant to the value of tens of millions of 
pounds will be installed in the oil regions of South Russia, 
and there is a great opportunity for the manufacturers of 
all kinds of machinery which is indispensably required to 
develop these rich areas to their utmost productive 
capacity. 

We cannot close this chapter without a brief reference to 
a question which was much discussed by a section of our 
Press towards the close of last year, viz., the selling price 
of Russian oil on the London market. It was alleged that 
the Soviet Oil Trusts were selling cheaper than their com- 
petitors, and that this they were able to do because, unlike 
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the foreign companies who exploited the Russian oil lands 
in pre-war days, they contributed nothing to the 
National exchequer of Russia, and because they paid their 
employees lower wages and worked them longer hours than 
their predecessors did. The facts are that both the Grozny 
Oil Trust and the Emba Oil Trust pay a royalty of 
5 kopecks, and the Azerbaijan Oil Trust 3j kopecks per 
pood of oil obtained, to the Soviet Government. In addi- 
tion, the oil industry in 1924-25 paid no less than 
32,690,000 roubles in taxes. 

As to the remuneration of the workers—the money 
wages, in October, 1925, was 92 per cent. of pre-war, in 
uddition the oil industry devoted to the social insurance 
fund of its employees 16 per cent. of its total wages bill, 
which together raised wages above the pre-war level. 

Moreover, in pre-war days the employees worked a 
ten to twelve-hour day (depending on the nature of their 
duties), and their housing conditions were the worst we 
have seen in any part of Europe; to-day, an eight-hour 
working day is universal throughout the oilfields, and the 
industry from 1922 onwards has spent, and is still spend- 
ing, very considerable sums on new houses for its workers, 
planned on the garden city principle, of which any nation 
might well be proud, and which are let to their workers, 
together with heating and lighting, free of charge; to say 
nothing of the free provision of workers’ clubs and 
technical schools. 


Carter ÍX. 
THE TEXTILE INDUSTKY 


HE following table shows the capacity of the 
| Russian Textile Industry in the year 1912 and on 


October 1, 1925 :— 


Branches of . 1912 October 1, 1925 
the textile шы „с „Шс э шш 
industry Spindles Looms Spindles Looms 


Cotton industry | 8,750,417 229,827 | 7,245,935 202,011 
Woollen industry} 1,32-4,114 57,571 414,850 21,165 
Linen industry 410,007 15,813 403,835 16,654 


lt will be noticed that the number of looms in the linen 
industry has increased as compared with 1912. 

It should be borne in mind, however, that the capacity 
of the textile industry was reduced as a result of the world 
war, the civil war, and the peace treaties (under which 
Russian Poland, part of White Russia, and the Baltic 
Border States were separated from Russia) by the follow- 
ing percentages :— 


Branches of the Spindles Looms 
textile industry 
a | — —!- 
d Per cent. Per cent. 
Cotton industry .. 17.2 12-2 
Woollen industry бат 7 63-2 
Linen industry 5-3 


it will be be noticed that that the woollen industry (which was 
concentrated principally in countries lost by the U.S.S.R. 
as в result of the war) suffered most. 

During the years of civil war and foreign armed interven- 
tion (1917-1920) the output of the mills rapidly decreased, 
but the year 1921 marked the beginning of a period of 
reconstruction. 

The level to which the textile industry had sunk by the 
year 1920, and the degree to which it has since recovered, 
тау be gauged from the following statistics which shows 
the proportion of the total spindles and looms actually in 
operation :— 


7 


4s 


INDUSTRY AS A WHOLE 


POSSIBILITIES OF 


Year Spindles Looms 
operating operating 
Per cent. Per cent. 
1920 dus вт 9-6 
1923-24 T 401 36-2 
1924-25 . Ue 06:3 
26 (cstimnted) 82:8 73:8 
WOOLLEN INDUSTRY 
Year Spindles Looms 
operating operating 
Per cent, Per cent. 
m gus 35:6 22-2 
e 547 Бї 
wis 96-4 ALG 
LINEN INDUSTRY 
Year Spindles Looms 
operating operating 
Per cent. Per cent. 
37-5 28-4 
776 32-1 


The following table shows the steady rise in produetion 


since 1921 :— 


FINISHED GOODS 


Cotton goods 


Woollen goods 


Linen goods 


Years 


year Metres 

1921-22 
taken 
as 100 


88.283.91 А 


1921-253 1 1.190,3350.000| 
- 2,100.000.006 


100-0 Е 303. 


0 [144,351,000 


9, 
o 
of the 
Square усаг 
metres 


400-8 
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Production, however, has not been able to keep pace with 
demand. 

Jn pre-war years the consumption per person of cotton 
goods was 21 metres per yenr; in the year 1024-25 it was 
only 11.4 metres. 


During the world and civil wars the population of the 
U.S.S.R. completely wore out their old clothes; now, 
thanks to the general economic recovery of the country, 
the purchasing capacity of the population has been greatly 
augmented, and the demand for cotton goods has 
increased enormously, This year (1925-26) the average 
consumption of cotton goods per person is estimated at 
16 metres, making a total consumption (minimum) of 
2,850,000,000 metres; but, as already shown, the estimated 
production of the Russian cotton industry is not expected 
to exceed 2,100,000,000 metres. 


It is reasonable to assume that next year the demand 
will again be higher than the possible production. The 
cotton industry, therefore, will be forced to import cotton 
goods from abroad, but the Russian authorities estimate 
that their own production will satisfy the home demand 
for woollen and linen goods. Up to September, 1925, the 
U.S.S.R. had actually purchased cotton goods to the value 
of 46,000,000 roubles, and the authorities had decided to 
purchase, for the use of the home industry, 1,500,000 poods 
of yarn. 

As regards raw matcrial—the linen industry is in the 
most favourable position. 

The following table shows (a) the stocks of marketed 
flax in the U.S.S.R., (b) the consumption of flax in the 
U.S.S.R., (c) the surplus available for export :— 


Consump- Surplus 
Available tion of flax of flax 
Years marketed by the linen for 
flax industry export 
(in poods) (in poods) | (in poods) 
6,000,000 ' 100.000 1.900,000 
8.800,000 «4,700,000 3,800.000 


—11.000,000 5.000,000 = 


50 POSSIBILITIES OF 


In spite of the rapid development of cotton growing in 
the U.S.S.R., the demands of the industry for raw cotton 
cannot yet be met by home production us the following 
table shows :— 


1923-24 1924-25 1925-26 
(estimated) 
(in poods) | (in poods) | (in poods) 


Cotton crop ee ..| 2.900.000 6,200,000 | 10,500,000 
Cotton consumption by 

the industry .. ..| 7,200,000 | 12,400,000 | 18,200,000 
Necessary import ..| 4,300,000 | 6,200,000 | 7,700,000 


It is also necessary to import, in order to build up stocks 
of cotton for the needs of the developing cotton industry. 
The woollen industry partly depends on the import of 
wool. The following table shows the amounts of wool 
available and the consumption of wool by the industry :— 


1923-24  , | 1924-25 1925-26 
(senson 1923); (senson 1924) (season 1925, estd.) 
(in poods) 23 (in poods) (in poods) 
Cross- Cross- Cross- 


Fine bred, Finc bred, Fine bred, 
merinos | medium.| merinos | medium | merinos | medium, 


and low and low and low 

The spring Е 

clip es 20,000] 775,000) 28,000} 745,000} 30,000} 900,000 
Consump 

tion of 

the in- | 

dustry .. 282,000} 912,000; 369,000}1,1-40,000) .£10,000|1..£30,000 
Import .. 480,000] 220,000] 330,000| 440,000 — -- 


The Russian textile industry will undoubtedly in the 
near future reach pre-war level, but the Soviet Government 
does not consider that level, by any means, as ideal, and 
it has decided to extend considerably its textile industry 
during the next ten years by supplying new equipment to 
existing mills and building and equipping new ones. 

According to plans already passed, new mills with the 
following equipment will be built :— 
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Years Spindles Looms 
1925-26 -> m As 600,000 10,000 
1920-937 .. e € 500,000 11,000 
1927-28 +) +e oe 400,000 11,000 
1928-99 .. e € 400,000 11,000 
1929-30... .. 400,000 11,000 
1930-81... e 400,000 11,000 
1931-32 .. - £a 400,000 11,000 
1932-33 .. m ^a 400,000 11,000 


1933-34  .. m m 400,000 11,000 


As to the reconstruction of the existing mills it is in- 
tended to replace yearly 700,000 spindles and 7,000 looms. 
According to the reconstruction plan the spinning mills 
will require in the next two years the following machinery : 
ring frames for 2,500,000 spindles, flyers for 405,000 
spindles, 250 scutchers, 5,000 cards, 128 openers, and so 
on. The weaving mills will require: 55,000 spooling 
spindles, 440  warpers, 166 slushers, 166 measuring 
machines, and 55,000 automatic looms. 

The development of textile machine construction in the 
U.S.S.R. has only just begun; the demand of the industry 
for new textile machinery can only be met by the home 
machinery works to the extent of from 10-15 per cent. 
The U.S.S.R. will, therefore, be forced to purchase from 
abroad machinery that is necessary for the full develop- 
ment of her textile industry. 

In August, 1925, the textile industry placed orders for 
machinery with well-known British firms, amounting to 
£1,300,000 ; but orders would have been placed amounting 
to £5,000,000 had the British banks given the necessary 
assistance. 


CHAPTER X. 
THE MINERAL ORES INDUSTRY 


ЦЕ annual output of iron ore, in the years 
immediately preceding the war, was as follows :— 


1908 1909 1910 1911 1912 
(їп poods) | (in pox) (п poods) | (in poods) | (in poods) 


329,100,000 | 306,100, ‚000 35 52,100,000 | 428,700,000 | 501,200,000 


The output of iron ore in 1913 was :— 


Poods Per cent. 
Kriv oi Rog .. 5 os з 387,700,000 69:0 
Кегеһ und Don Basin . wa 32,100,000 57 
Urals on 9,900,000 19-0 
Central and Northern regions es 32,350,000 5-7 
Caucasus and Siberia on a 220.000 0-6 


Total T “+ 562.570,000 100-0 


The exports of iron ore in the years immediately preced- 
ing the war from Krivoi Rog were :— 


1908 1909 | 1910 1911 1912 
д poods) (in роо) (in poods) | {in poods) (in poods) 


an. 500 ооо 21,600,000 | 51,700,000 | 54,100,000 | 40,500,000 


(ia roubles} (in roubles) | (in roubles) (in roubles) | ! (in roubles) 


+108000 f 6,727. ‚000 7,033,000 5,265,000 


The exports in 1913 were valued at 8,781,000 roubles. 
Of these exports 81.5 per cent. went to Holland, 6.7 per 
cent. to Germany, and 12.8 per cent. to Great Britain. 

During the civil war and the period of foreign armed 
intervention the mines in Krivoi Rog and the Urals were 
flooded, the quarries were filled with water, the ‘‘set ofis” 
collapsed and became covered with earth, the roads became 
unfit for traffic, and the wide-gauge side railways leading to 
Krivoi Rog were destroyed. 
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The dwellings and technical buildings were damaged by 
military operations, and no repairs were done. The equip- 
ment, which at best was inefficient, was not overhauled 
and gradually became useless. The workers left the mines, 
some of them taking up agriculture. The Urals suffered so 
greatly that it was impossible to resume operations until 
1920, in which year 8,300,000 poods of ore was produced. 

The output of the iron ore mines since 1920 has been 
steadily increasing :— 


1921-22 | 1922-23 | 1923-24 1924-25 1925-26 
(estd.) 
(in poods)| (in poods)| (in poods)| (in poods) | (in poods) 


Southern Trust| 5.850,000]10.3 10,000/26,600,000) 76,000,000/16+,000,000 


Urals.. — ..| 3,050,000|11,760,000|95.7-10,000| 47,000,000] 81,000,000 
CentmnlDistrict| 1,740,000} 2,580,000| 1,940,000; 2,000,000] 5,000,000 
Far East 5» — -- 380,000 — == 


АН U.S.S.R. [11,240,002/2-4,080,000|54,660,000/125,000,000/250,000,000 


All U.S.S.R. 
p.c. of 1913 296 44% 9-795 21:995 ALY 


In the course of the reconstruction of the Southern and 
Ural mines, all the available machines and equipment of 
the non-working pits have been made use of, so that the 
industry is already experiencing a lack of equipment, 
especially in view of the mechanisation and enrichment of 
the ores and the proposed increase of output in the 
immediate future. 

The production of iron ore, if efficiently handled, requires 
energy to the amount of 30 kilo-watts (or 43 horse power) 
for one million poods of ore yearly. Hence, the 1925-26 
estimated output of 250,000,000 poods will require 10,750 
horse power of energy or 7,500 kilo-watts, while machinery 
of 21,500 horse power will be required. It is estimated 
that a sum of upward of five million roubles will have to 
be expended. 

The existing power stations are already insufficient to 
meet the demand for energy. The Southern Ore Trust is 
now preparing to build a new central station oí 18,000 
kilo-watts (12,000 in operation and 6,000 in reserve). The 
various Ural trusts are also expanding their power 
stations. ^ 

Prior to the war most of the machinery was imported 
from Sweden, Germany, and England. During 1925-26 (in 
view of the 1927-28 programme, calling for the production 
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of 550 million poods of ore), 6,000,000 roubles worth of 
machinery will be required, more than half of which will be 
imported. : 

The iron ore machinery necessary is of simple construc- 
tion, and its production within Russia meets with no 
difficulties. 


(1) 
(2) 


.3) 


Elevators are produced in Russian factories and 
no imports are required, 

The ore enriching factories are not complex, and 
can be produced by the Russian industry, but 
the newest constructions have not yet been 
applied in Russia, and she does not possess any 
models or designs. Co-operation with other 
countries is very desirable. 

The magnetic enrichment of iron ore is a new 
field in Russia, but within the next few years this 
system will be applied in the production of 
Krivoi Rog quartz and of some other ores in the 
Urals. The production of machines for such 
enrichment is not difficult. 


Russia lacks construction experience which will have to 
be gained from abroad by the purchase of designs, model 
machines, and plant. 


Силрткн XI. 
THE COAL INDUSTRY 


PJ НЕКЕ ure numerous coalfields in the U.S.S.R., 
E containing coal of many different qualities. Hard 
coal is found in the vast areas scattered throughout 
the various republics and districts, in the Ukraine, near 
Moscow, in the Urals, in Western and Eastern Siberia, in 
Turkestan, and Georgia. The natural resources of the 
explored coalfields are estimated by Professor L. P. Ramsin 
at about 423.8 billion tons. 

The coal resources arc distributed, very unevenly between 
European and Asiatic Russia as well as between the various 
districts of European Russia itself. This situation, in 
view of the vast territory of the U.S.S.R., makes the 
problem of conl transportation of paramount importance. 
As regards the Northern and North-West districts of 
European Russia which have no coal, nor any prospects of 
discovering any coal deposits within their own territories, 
their remoteness from the chief coalfields makes it econo- 
mically expedient for them to import considerable 
quantities, 

Within the present borders of the U.S.S.R., the develop- 
ment of the coal industry during the decade preceding the 
war (1904-1913) was remarkably intensive. The average 
yearly output for that period was 20,407,800 tons. The 
total coal output in 1918 was 29,022,100 tons. This rapid 
increase of output was made possible by the unusual 
demand for coal consequent upon the general industrial 
and economic development of the country. However, 
despite this intensive development of the home output and 
the high duties on foreign coal, the imports of coal and 
coke increased considerably. 


The imports of coal and coke in 1913 were :— 


Coal .. 7,757,700 tons at a value of £8,7-43,300 (including duties) 
Coke .. 973,100 ^ » £1,337,000 = 


Total .. 8,730.800 » » £10,080,900 " 


While the coal and coke imports showed a steady 
upward tendency, the coal exports were relatively small; 
the average for ten years before 1913 being 115,800 tons, 
and during 1913 only 98,300 tons were exported. 
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The output increased {rom 29,000,000 tons in 1913 to 
33,000,000 tons in 1916. Beginning with 1917, the coal 
output began to decline very rapidly, so that by 1920, 
owing to the gencral social and economic upheaval caused 
by the civil war, it fell to 8,190,000 tons. 

The civil war, intervention, and blockade completely 
disorganised the coal industry, causing it very heavy 
losses and destruction. The territory of the Donetz Basin, 
the main coalfield, and the centre of industries for the 
entire Union was the scene of the bitterest fighting. The 
total losscs in this district from intervention and the 
blockade are estimated at the tremendous sum of 
£266,000,000, of which the losses to the coal industry con- 
stitute the greater part. 

The peaceful conditions established since 1921 have 
enabled the coal industry to revive gradually, and with the 
introduction of machinery, electrical equipment, the latest 
technical appliances, and the splendid self-sacrificing spirit 
on the part of the miners, the output for the year 1925-26 
is expected to be 25,000,000 tons, equal to 86 per cent. of 
the 1913 output. 

The industrial reconstruction of the country will tax the 
fuel industries, and tho increase in the consumption in 
1925-26 and for some years to come is expected to bo 
greater than the production of both coal and oil, 

Prior to the war, the North and North-West districts of 
Russia used chiefly firewood and British coal. Since the 
war, the coal imports have played a negligible part in the 
fuel supply of the country. This was due originally to the 
blockade and non-recognition of the U.S.S.R., and now, 
after the recognition de jure, to the financial blockade and 
the refusal to grant credits which hampers and retards the 
industrial reconstruction and development of the country. 
This year, 1926, in view of the great distance from the coal- 
fields апа the advantages of marine transportation from 
England as compared with the railway transportation from 
the Don Basin, the Government has decided that the fuel 
need of the Northern and North-Westem districts should be 
met partly by importing coal. 

In October, 1925, 168,000 tons of coal was purchased 
abroad for the industries in these districts, and we were 
assured that this amount could be considerably increased 
if the economic relations between the U.S.S.R. and Great 
Britain were regulated, and sufficient credits granted for 
the restoration of trade. The natural economically ex- 
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nedient transition to the use of British coal on the part 
vf the Northern and North-Western districts would lead 
to the consumption of some 1,300,000 to 1,650,000 tons of 
British coal per year. In addition, there would be an 
inevitable increase in the consumption of British coal on 
the part of the Russian Mercantile Marine as well as the 
subsequent increase arising out of the general development 
of exports and imports, and of the accelerated growth of 
industry and business in these districts. 


Of the fourteen principal coal consuming countries of 
the world, Russia is the lowest, with the exception of 
British India. In 1924 America consumed 4.40 tons per 
head of the population, the British Isles 8.85 tons, Belgium 
4.17 tons, France 1.89 tons, Germany 1.69 tons, Sweden 
0.92 tons, Russia 0.10 tons. 

With sufficient credits granted, here is an immediate and 
growing market for one of our most depressed industries. 


The equipment in Russian collieries is quite out of date 
and totally inadequate to deal with any increase of out- 
put. Capital investment in the coal-mining industry 
almost completely ceased at the outset of the war. During 
the last two years the Government has been able to re- 
equip some of the collieries. To bring about the realisation 
of the planned output, a great programme of reconstruc- 
tion for the re-equipment of the existing collieries and the 
development of new collieries (twenty-six new coal pits 
were sunk in the Donetz Basin in November-December, 
1925) will necessitate the spending of considerable sums of 
money. The sums proposed to be used for this purpose 
during the next five years are as follows :— 


Years. £ Years. £ 
1925-26 ... 9,724,900 1928-29 ... 11,068,800 
1926-97  ... 12,000,000 1929-30 ... 8,485,700 
1927-28  ... 12,248,800 


Total ... #53,528,800 


Plans have been drawn up for the construction of 
standard machinery for the industry, but a large amount 
of new machinery will have to be imported. These im- 
ports are expected to grow especialy as new mines are 
opened. The instalment of technical equipment and 
machinery for the coal-mining industry in the U S.S.R. 
would not in any way diminish the necessity for importing 
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coal into the Northern areas as it should always be borne 
in mind that even before the war the railways transporting 
Don coal were taxed to the limit of their capacity and the 
relieving of the railways from the necessity io transport the 
Donetz coal across the entire country to the North and 
North-West will always remain a positive fuctor. 

The adjustment of the economic relations between the 
U.S.S.R. and Great Britain by the cessation of the financial 
blockade and the granting of the necessary credits would 
necessari:y lead to the increase of business between the two 
countries all round, including the importation of large 
quantities of mining equipment and British coal. 


Cuarter XII. 


AGRICULTURAL PRODUCTION 


N common with all other forms of Russian economic 
ES agriculture suffered very severely from the war, 

foreign armed intervention, and the blockade. As the 
distribution of the population is 16 per cent. urban and 84 
per cent. rural, the prosperity of the country depends 
mainly on its agricultural production. 

It is impossible to state with accuracy the actual value 
of the loss sustained by agriculture during the civil war 
and intervention, but the reduction of the sown acreage 
and the number of killed and removed animals, together 
with the destruction of buildings, property, implements, 
crops, and orchards in twenty-five provinces have been esti- 
mated by the Agricultural Commissariat at one milliard 
roubles (about £100,000,000). ^ Whilst the accuracy of 
this figure may be open to question there is no doubt that 
tremendous losses were inflicted upon agriculture which 
seriously decreased its productive power and injured its 
economic organisation by the loss of foreign markets duc to 
the blockade. 

Making allowance for the territorial changes arising from 
the war, the annual value of Russian agricultural produc- 
tion in the pre-war years 1911 to 1914-15 amounted to 
an average of approximately £1,068 million a year. 

The progress made in the reconstruction of Russian agri- 
culture may be judged by the fact that the value of 
Russia's agricultural production measured: in pre-war 
monetary values amounted in the year 1924-25 to approxi- 
matcly £815,000,000, excluding forestry, hunting, and 
fishing. During the current agricultural year, 1925-26, the 
Agricultural Commissariat estimates that the production 
wil! amount to £987,000,000. 

The internal demand for agricultural products is now 
completely met, the consumption of some agricultura! pro- 
ducts both per capita and as a whole exceeding the 
pre-war level. The amount of marketable agricultural pro- 
ducts available for export in the agricultural year 1925-26 
according to the estimates of the Agricultural Commissariat 
amount to about £68,000,000 in pre-war monetary values. 

The technique of Russian agriculture is still very primi- 
tive, although we noticed in different parts of Russia many 
signs that the Russian peasant is beginning to be influenced 
by modern ideas. Many thousands of tractors have been 
imported from America, and in addition there is п con- 
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siderable home production of tractors in the Putilov works 
in Leningrad. Side by side with the most primitive 
methods of tillage one finds electricity, the Fordson 
tractor, and the latest American and German machines in 
use. In the many new schools that are springing up in 
agricultural Russia to-day a new generation is growing up 
which will be more responsive to new ideas and free from 
the handicap of illiteracy so common amongst the adults, 


Prior to the war, the demand for agricultural machinery 
was met by home production to the extent of 55 per cent., 
the other 45 per cent. being imported. During the Great 
War there was little or no import of agricultural imple- 
ments, whilst the home production of agricultural 
machinery had fallen by 1917 to 15 per cent. of the pre- 
war volume. During the years of civil war and inter- 
vention all imports ceased, and the home production fell 
almost to zero. The demand of the peasants at the pre- 
sent time for all kinds of agricultural machinery is 
enormous and the yearly sales to the peasants during 
recent years have more than doubled each year. The pro- 
gramme for this year provides for an expenditure on agri- 
cultural implements and machinery of £12,000,000, of 
which about £6,500,000 will be spent on imports from 
abroad; in addition £3,000,000 are to be spent on tractors. 

The Supreme Economic Council has olso drawn up a ten 
years' programme for the reconstruction and extension of 
the home production of agricultural machinery and imple- 
ments. This programme involving new plants and the re- 
equipment of old ones will necessitate the importation of a 
large part of the necessary equipment, and is undoubtedly 
based upon a desire to expand the home production in such 
à way as to ultimately meet the entire demand of the 
peasants, but in all probability the demand of the peasant 
population for many years to come will increase much more 
rapidly than the capacity of the home production. In any 
case if the demand of the peasantry continues to increase, 
as in all probability it will, in three years? time Russia will 
require £25,000,000 worth a year of agricultural machinery 
of one kind or another, much of which she will undoubtedly 
still need to import, 

In order to provide against possible erop failures the 
Russian Government has adopted a system of yearly 
appropriations in the State Budget and has set up a special 
grain fund exceeding 50,000,000 poods, from which the 
peasantry will be supplied with seeds in the event of its 
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occurrence. In addition to the national funds, local per- 
manent seed funds are also being established. А pro- 
gramme has been prepared for the re-organisation of the 
system of farming in the districts subjected to drought and 
periodic crop failures with в view to ensuring greater 
stability. The reconstruction plan for the drought districts 
has already been ratified, and provides for an expenditure 
of about £7,750,000 during the next three years. 

We travelled many hundreds of miles by motor car to 
villages in various parts of Russia well away from the rail- 
way tracks, and everywhere we went we saw that the 
peasants were working with a zeal and a thoroughness (in 
spite of their primitive tools and methods) that convinced 
us that the days when the peasants restricted their produc- 
tion to their own needs because they were not willing to 
part with their products for worthless paper money have 
passed away. The restriction of agricultural production 
duc to the peasants’ fear of forcible seizure of their surplus 
produce or stock (which sometimes happened during the 
violent days of civil war) no longer operates, and the great ` 
bulk of the land under cultivation in pre-war days is now 
being tilled. 

Everywhere we went we saw unmistakable signs of the 
need for new implements and machinery, and the educa- 
tional work of the Government in its efforts to create a 
desire for a more modern agricultural technique are 
beginning to bear fruit. The illimitable open spaces 
characteristic of the Russian steppes, combined with the 
great fertility of the soil, are eminently suitable for the 
development of electrification and modern scientific agri- 
culture. The changes in the land system due to the up- 
rooting of the large landowners have now found their 
level, and the development of co-operative organisa- 
tions both for buying and selling are playing a very im- 
portant part in the agricultural Russia of to-day. 
Conditions vary greatly owing to the great variations in 
climatic conditions in a country where distances are so vast 
and, as elsewhere in the world, the personnel in the differ- 
ent villages is reflected in difference of method and degrees 
of efficiency. There is a good deal of co-operative effort 
in actual tillage. For instance, in some villages we came 
across cases of twenty-five to thirty families working the 
land co-operatively, in others we found the Local Village 
Soviet owning six or even twelve tractors which did all 
the ploughing for the village. In spite of this, however, 
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our impression is that, in the main, individual tillage is the 
more general rule, and where this is the case the pesaants? 
Co-operatives or the Local Soviet is the machinery through 
which implements and machinery is bought by the 
peasantry of New Russia. 

We saw at Nijni Novgorod fair an exhibition of agri- 
cultural machinery. All the leading Continental countries 
and the United States had their exhibits, but not a single 
British machine of any kind was on show, and on that day 
there must have been some 40,000 peasants ut the fair. 

There is, we are convinced, a grent market for British 
agricultural machinery in Russia, and we were glad to find 
in many districts distinct preference for British machinery 
because of its reputation for being of good and durable 
quality. If our manufacturers could, and would, with 
the aid of the Trade Facilities Acts, give reasonable credits, 
we could secure immediately a considerable trade in agri- 
cultural machinery. In the expanding needs of Russia’s 
115,000,000 peasants there is, and will be for many genera- 
tions, a market for all kinds of manufactured goods. Are 
we going to cut ourselves off from such a market for ever 
by stupid political prejudice ? 


Cnarrer ХШ. 


PRINCIPLES AND POLICY GOVERNING 
CONCESSIONS 


RACTICAL measures for attracting foreign capital 
Ps exploit concessions in Soviet Russia may be said 
to have begun in earnest in 1922. 

Up to December, 1925, over 90 concession agreements 
were in operation in the U.S.S.R. Of these, 29 per cent. 
had bcen concluded with German firms, 16 per cent. with 
British firms. In all 59 per cent. had been concluded with 
German, British, French, and American firms; the remain- 
ing 41 per cent. were distributed among 20 different 
nationalities. 

The total amount of foreign capital actually invested up 
to December, 1925, under concession agreements was about 
£4,000,000, whilst the total amount called for by existing 
agreements, but not yet actually invested, is about 
£10,000,000. 

The concessions so far granted cover 26 trading, 17 
manufacturing, 13 mining, 13 agricultural, 12 transport, 
6 timber, and 3 miscellaneous enterprises. With the onc 
exception of timber exploitation, the relative part played 
by concession undertakings compared with State enter- 
prises in the same branch of industry is still insignificant, 
the turnover of trading concessions for the past year being 
only about 6 per cent. of Russia's total foreign trade turn- 
over. In the case of timber, however, 24 per cent. of all 
timber exports from the Northern [forests were exported 
by concession concerns whose total turnover in 1923-24 was 
about £1,600,000. 'These comparatively small figures will 
be considerably increased im the current year’s returns. 
During the past year many of the concession enterprises 
were still only in the stage of organisation, but even when 
full allowance is made for this factor, and all existing con- 
cessions become fully developed, there will stil] remain an 
immense field here for foreign capital. 

Before the Revolution English capital took part in 109 
enterprises in Russia, and of these enterprises about 60 
are still available for concession agreements. In the oil 
industry 24 concessions are embodied in the concession 
plans of the Soviet Government, 11 in the Maikop region, 
6 at Ural-Emba, 5 at Cheleken, 1 at Chatmin, and 1 at 
Napbtalan. 

In gold-mining, copper, silver, lead, coal, metallurgical, 
and miscellaneous enterprises, all formerly exploited by 
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British _ capital, concession agreements are open for 
negotiation. 

Included in Russia's State Plan of Economic Develop- 
ment during the next five years are a series of great State 
enterprises, such as the Dnieper power plant, new oil pipe 
lines from Baku to Batum and from Grozny to Tuapse, 
the Volga-Don Canal, new railways, and electric power 
stations, and considerable developments in the sphere of 
mining, timber, and machine building. These projects 
call for a flow of foreign capital, and open up wide prospects 
for British trade if political goodwill can be established. 

The concessions policy of the Government is designed to 
attract foreign capital and technique in order to develop 
more rapidly this industrially backward land. Under the 
Soviet Constitution the Government has the sole right to 
possess, use, and dispose of large industrial undertakings 
and resources, the granting of a concession being an excep- 
tion to the general principle. Harmony with the general 
economic plans for the country as a whole and the pro- 
vision of a fair and secure return for foreign capital are 
ensured by the gencral principles governing concession 
agreements. The usual obligations laid upon those to 
whom concessions are granted nre :— 

1. A definite programme of production. 

2. Royalty payments. 

3. Payments for grounds, forests, and buildings uscd. 

4. The return of the enterprise to the Government at 
the end of the agreed period. 

5. Compliance with Soviet Labour laws and social 
insurance. 

6. In some cases an agreement, securing the right of 
the Soviet Government to purchase part of the 
product at an agreed price. 

On the other hand, the rights and privileges of con- 
eessionaires usually include :— 

1. The right to import, without duty, equipment and 
semi-manufactured goods. 

2. The right to bring from abroad a percentage of 
skilled workers and experts. 

3. Equality of treatment with Government under- 
takings in regard to the imposition of taxes. 

During the year 1925 there was a sharp falling off in the 
number of applications for concessions received by the 
Chief Concessions Committee ‘of the Soviet Government 
from British traders : in 1924, 33 such proposals had been 
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received, whereas in 1925 (to the end of October) only 7 
such proposals were received. 

The ** hostile neutrality of the present British Govern- 
ment towards Russia has no doubt contributed to this 
result and to the comparatively slow development of 
Anglo-Soviet trading operations generally, with the inevit- 
able result of an orientation of Soviet policy towards other 
countries. 

It was inevitable that the first few years after the 
tremendous upheaval in Russia should be marked by 
excessive caution on both sides in the attempts to restore 
Russia?s economie co-operntion with thc outside world. 
On the part of the foreign capitalist there was a quite 
understandable lack of confidence in the Soviet Govern- 
ment. On the part of the Russian Government there was 
an equally understandable fear that their somewhat weak 
economic organisation (painfully and laboriously evolving 
out of chaos) might not be strong enough to face free 
competition with large private capital. 

At the moment of writing the Chief Concessions Com- 
mittee has under consideration 800 concession agreements. 

To-day, the rapid recovery of Russia’s economic activity 
removes the need for excessive caution on the side of the 
Soviet Government, and the experience gained of Russia’s 
commercial integrity, combined with her fair-minded 
treatment of concessionaires, removes the need for exces- 
sive caution on the part of foreigners, for experience has 
shown that the New Russia can be relied upon to give a 
square deal to foreign capital. 

Two concessions, viz., the Harriman and the Lena 
Goldfields, which have attracted considerable attention in 
our press, illustrate sufficiently clearly our last contention. 

The Harriman Company is an American firm. It was 
given a monopoly for twenty years to extract and export 
the Chiatura manganese deposits. The company gave an 
undertaking to spend on technical improvements, on the 
extension of the railway to the port of Poti, and on the re- 
equipment of the port 8,000,000 roubles in all. 

On November 27, 1925, Messrs. Harriman, in the course 
of a telegram to M. Dzerjinsky, the President of the 
Supreme Economie Council :— 

** Expresses satisfaction at the collaboration between 
the company and the Soviet Government, and 
declares that the company was anxious to secure 
exclusive control of the Chiatura concession, and 
expresses the hope that if the Soviet Government 


68 BRITISH-RUSSIAN TRADE 


decides to grant a concession in the Ukraine, pre- 
ference will be given to Messrs. Harriman.”— 
Reuter. 

Although the concession has only becn in operation for 
a short period, the firm had, by December 31, 1925, 
exported 160,000 tons of manganese, and, at the moment 
of writing, they are exporting 50,000 tons per month. 
Most of the ore is shipped to the U.S.A. 

Messrs. Lena Goldfields, Ltd., is a well-known British 
firm with head offices in Old Broad Street, London. The 
concession under notice, which was ratified on November 
15, 1925, by the Soviet Government, covers gold prospect- 
ing in the Lena area, factories in the Sisertek and Redvinsk 
region in the Urals, and the mining of non-ferrous metals 
in Altai. 

The conditions under which the concession has been 
granted was stated very clearly by the chairman at the 
annual mecting of the company on January 12, 1926 :-- 

* These properties have come back to us on lease, 
and, apart from Altai, as full working concerns, at 
present making a large revenue, which is capable of 
considerable expansion. You will appreciate that 
our present titles are now quite different. We are 
really tenants paying our landlords, the Soviet 
Government, a rent in the shape of royalty, &c., and 
the higher the rent we shall have to pay thc higher 
the return should be to our shareholders. 

“ Further additional properties have been included in 
the concession, so that on the whole we are entitled 
to consider that a fair bargain has been made." 

In the course of the same speech, Mr. H. Guedalla 
said :— 

** We have been operating only for а short time, but 
we do not apprehend any difficulty in keeping to 
the labour code and thus ensuring harmonious 
working. When you approved the concession agree- 
ment I told you that І attached more importance 
to the spirit in which it was arrived at. Since that 
date we have had to request certain modifications, 
which were gladly acceded to, and I am more than 
ever impressed that on any point capable of prac- 
tical solution we shall always get a sympathetic 
hearing. On our part we are going to devote the 
best of our ability to this work, and will abide 
loyally by the terms of this arrangement, which 
must surcly eventuate to the mutual benefit of both 
the Soviet Government and ourselves.” 


Cuarter XIV. 


THE BUDGET 


USSIA’S budgetary position in 1917, after three 
В of war, was extremely difficult. The estimates 


were :— 
Expenditure ES ES „> .. 80,606,600,000 Roubles 
Income .. 5 os ix ES 8,767,500,000 3i 
Deficit ET .. 21,889,100,000 Roubles 


The Government of the diy hoped to cover the deficit 
by the discounting of short term bonds, both in the Russian 
State Bank and abroad, i.e., by the emission of paper 
money. 

During this period the rouble was rapidly depreciating, 
and before the March Revolution (1917) the currency had 
fallen to 50 per cent. of its face value; one gold rouble 
was worth two paper ones. 

The Provisional Government refused to ratify the draft 
State Budgct of 1917, and this led to the drafting of three 
separate budgets, without any unification, viz., (a) a 
temporary budget, (b) a supplementary normal budget, 
(c) and an additional war budget. The confusion became 
speedily worse, the face value of the rouble continued to 
decline rapidly, and by October, 1917, one gold rouble was 
worth 6.73 paper ones. At the time of the November 
(1917) Revolution the financial position was chaotic. 

From 1918-1920, i.e., during the years of blockade, 
foreign armed intervention, and civil war, the currency, as 
cne would naturally expect, depreciated still more rapidly, 
спа the condition of the State finances became still worsc. 
Finally, in large measure, money taxes were superseded 
by taxes in kind, and money wages were superseded by 
the free supply of provisions, housing accommodation, 
travel, social services, &c. 

The whole position was radically changed in the spring 
of 1921, as a result of the cessation of the civil war, the 
raising of the blockade, and the introduction of the new 
economie policy. Steps were immediately taken to:— 

(a) Institute a system of money taxes. 
(b) Place industrial and commercial undertakings on 
2 business basis. 
(c) Create a system of State credit by which budget 
deficits could be covered. 
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(d) Regulate the State budget, its structure. elabora- 
tion, and execution. 

(e) Establish a system of local budgets. 

(f) Reduce State expenditure to the utmost. 

(g) Create a system of credit institution. 
Although the work was begun in 1921, it was not com- 
pleted until the middle of 1924, by which date the 
currency and finances were established on а firm 
foundation. 

A few statistics will demonstrate clearly the enormous 

progress made in these three years :— 


1921-22 | 1922-23 | 1923-24 | 1924-25 


Budget deficit covercd by 
issue of paper moncy 


(per cent.) ee р 88-4 29:5 — — 
Receipts from taxation 
(thousand roubles) ..| 350,800| 407,300| 666,300|1,13 1,100 


Receipts from State 
domains and enter- 
prises (thousand rbis.) 15,600] 23,900] 101.000| 188,900 


Proceeds from loans 


(thousand roubles) .. 1,000] 81,900] 191,200] 113,500 
Local revenue (thousand 
roubles) .. e oo — 289,300; 649,100] 898,500 


{n order to reduce the quantity of paper moncy then 
being issued for budgetary purposes, the Soviet Govern- 
ment in the summer of 1923 published a decree limiting 
the issue of paper money to 15,000,000 roubles per month, 
and in 1924 a further decree was published prohibiting 
from August 1, 1924, the issue of paper money for 
budgetary purposes. These measures greatly facilitated 
the efforts of the Commissariat for Finance to reduce 
expenditure. 

The Government introduced a series of measures to sub- 
stitute money taxes for taxes in kind: in 192]-22 the 
receipts in kind amounted to 41.5 per cent. of the budget, 
in 1922-93 they had dropped to 8.3 per cent., in 1923-24 
to 2.4 per cent., and in 1924-25 to nil. These measures 
led to an increased demand for money to enable the popu- 
lation to meet their obligations to the State in cash. 

A further series of measures were introduced in collabo- 
ration with the Commissariat for Foreign Trade to ensure 
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a favourable balance of foreign trade, because an unfavour- 
able balance would have adverscly affected the currency. 
In the years 1021-22 and 1922-23, Russia had an 
unfavourable balance of foreign trade, but, as a conse- 
quence of the measures just referred to, she attamed a 
favourable balance in 1023-24. 


Realising that a monetary circulation could not be re- 
established without the restoration of a credit system, the 
Soviet Government, at the спа of 1921, proceeded to 
organise a banking system. The State Bank was founded 
1n October, 1921, and the preliminary steps were taken at 
the end of 1922 for the establishment of a stable currency, 
when the State Bank began to issue stable monctary units, 
the chervontzi. 


According to the law of October 11, 1922, the chervontzi 
must be covered to not less than 25 per cent. by precious 
metals and stable foreign currencies; and the remainder 
of the cover must consist of easily marketable merchandise, 
short term bills of exchange, and domestic and foreign 
securities; however, not less than two-thirds of this part 
of the cover must consist of bills resulting from transac- 
tions in goods. Between the pre-war and new monetary 
units a fixed ratio was established : one gold chervonetz 
contains 119.4826 grains of fine gold,.and equals the 
quantity of gold contained in a pre-war ten rouble coin. 
This signified that the bank was bound to exchange bank 
notes for gold at the rate quoted, and the State Bank, 
when establishing a fixed foreign exchange rate for the 
chervonctz, had to bear in mind that the chervonetz was 
equivalent to ten gold roubles, and it had, therefore, to 
endcavour to hold the chervonetz at par with the U.S.A. 
dollar and the British pound. The fact that the chervonetz 
was soundly secured gave it considerable prestige over the 
old Soviet rouble, which, though rapidly depreciating, was 
still in circulation side by side with the chervonetz. By 
the beginning of 1924, the chervonetz had become not only 
the usual medium of circulation in cities, but it had also 
reached the rural areas; here, however, its progress was 
impeded by its high denomination, ten roubles. 

By the autumn of 1924 the State Institutions, the 
Banks. the State Trusts, and even the retail trade,’ made 
all their caleulations in chervontzi. 

The Government decreed on March 10, 1924, the sus- 
pension of the old Soviet roubles, and their redemption up 
to May 1, 1924, at the rate of 50,000 for one chervonetz. 
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On February 8, 1924, stable treasury notes, in fractions 
of the chervonetz, and at the end of the month coins also 
in fractions of the chervonetz, were issued. These passed 
rapidly into circulation, because the necd for small change 
impelled the population to exchange chervontzi for 
treasury notes and coins. 

Since March 10, 1924, a single stable monctary unit has 
been in circulation in the U.S.S.R., and its exchange has 
been maintained at parity with the dollar. 


The State Budgets, 1922-28—1924-25 

The chaotic condition of the State finances and the 
absence of a stable monetary unit during the period of 
foreign armed intervention and civil war made the figures 
of the budgets for the years 1918-1920 of little use. 

The State estimates, calculated in paper roubles, were 
prepared at first for half a year, and in 1920 for a year :— 


(In million paper roubles) 


Expenditure} Revenue Deficit 


Ist half-ycar 1918 à 17,603 2,853 
2nd аз T sis 29,103 12,727 
Ist » 1919 zs 50,703 20,350 
?nd p РА ad 164,699 28,609 136,090 
1920 25 ane ..| 1,215,159 | 159,604 | 1,055,555 


In 1921, which was the first year of the transition period, 
no budget could be drafted as the structure of the State 
economy was undergoing radical changes, viz., the return 
to the monetary régime. 

The railway, post, and telegraph tariffs were being 
brought into conformity with the fall of the currency, and 
the system of money taxes was again being re-established. 
Both of these measures led to an increase in State revenue, 
but, on the other hand, the transition to the system of the 
monetary remuneration of labour, and the operations of 
the newly-established State Bank, led to an increase in the 
issue of paper money. At first, owing to the re-establish- 
ment of the open market, no unfavourable effects were 
felt, but the bad harvest in the autumn of 1921 caused a 
swift rise in prices and a rapid fall in the purchasing power 
of the old rouble, which continued until the summer of 
1922. 

The first attempt to draft the budget in gold roubles 
was made in the period of January-September, 1022; but 


BRITISH-RUSSIAN TRADE 78 


the effort failed owing to the unforeseen sharp fall of the 
paper rouble at the beginning of the year. The general 
receipts of this budget amounted to 450,000,000 pre-war 
roubles, and the expenditure to 704,000,000, leaving а 
huge deficit to be covered by the issue of paper money. 
Of the total 450,000,000 roubles raised as revenue, only 
78,000,000 were collected as money taxes, and the 
remainder represented the value of taxes in kind. 


The real improvement in the budget only began in the 
financial year (October 1—September 80) 1922-28. The 
budgets of the last three years will be found on the fol- 
lowing two pages :— 


REVENUE 


Actual revenues | Actual revenues | Estimation for 
in 1922-23 in 1923-24 1924-25 
In In In In In In 


thousand | per | thousand | per | thousand | per 
roubles |cent.| roubles |cent.| roubles | cent. 


(1) Direct taxation and 
duties m m 242,472| 18-2 358,570| 18-7 574,384| 22.3 
(2) Indirect taxation. . 164,838| 12-4 307,718| 10-0 500,000] 21.8 
(3) Revenue from 
transport, post, and 
telegraph .. „> 
(4) Revenue from State 
domains, industrial, 
and other State 
undertakings а 32,020 2-4 158,020 8-2) 212,048 8-3 
(5) Other revenues 
(reimbursement of 
expenditures and 
miscellaneous 
revenues) .. oe 
(6) Proceeds from loans 
(exclusive of Trea- 
sury bills).. T 81.891] 61 191.179} 10-0 113,500] 44 
(7) Paper money issue 394,000} 29-6| 146,044) 7-7 
(8) Revenue from the 
issue of silver and 


301,891; 29.4 6070,127| 35-3 093,400] 38:6 


25,607} 1-0 20,817] 1-6 37,779) 15 


copper coin P — — 49,071| 2-5 80,000] 3-1 
Toran .. oe 1,832,818] 100-0} 1,017,455] 100-0} 2,572,011] 100-0 
In per cent. to 1922-23 100 143-9 193-0 


In per cent. to 1923-24 100-0 134-1 
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EXPENDITURE 


аек RC ER 0-Е: cc 


Actual expendi- | Actual expendi- { Appointed for 


ture in 1922-23 | ture in 1923-24 1924-25 
(credit open) 
In In In In In In 
thousand | per | thousand | per | thousand | per 
roubles | семі.) roubles | сеп. roubles | cent. 
| 
(1) Defence 215,450] 161) 396,250] 206| 424,879] 16:5 
(2) Transport, post. 
and telegraph 535,558| 40-1 729,941| 38:0 996,250} 38-7 
(3) Industry (advances 162,916] 6-3 
and subsidies) 144,360] 10-8 140,532] 73 
(4) Agriculture 78,907| 59 94,034| -+9 205,028 80 
(5) Cultura! and socia! 120.020] 9-0 150,500] 7-8 279,216] 10-9 
(6) Administration 237,819| 17-8)  330,212| 17-2] 431,678) 16:8 
(7) Payments of loans 
(including re- 
demption) .. 4,169] 0-3 80,213 42 71,455] 28 
Tota. 1,336.319|100-0| 1,921,721) 100-0) 2,572,011) 100 
In per cent. to 1922-23 100 143-8 192-5 
In per cent. to 1923-24 — 100 183-8 


Not only has the State Budget grown during these thrce 
years, but the local budgets, which were re-established in 


1922, 


1922-23 


1924-25 


have also grown; thus the sum total of revenues of 
local budgets was as follows :— 


289,300,000 roubles 
649.100.000  ,. 
898.500.000 


The draft budget for 1925-26 will be found on the 
following two pages. 
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THE STATE BUDGET OF TIE U.S.S.R., 


REVENUE 
А. OnbiNARY REVENUE 
Roubles 
(1) Direct Taxes 
(а) Singlo Agricultural tax .. T 235,007,500 
(b) Industrial tax .. А " 201,160,090 
(с) Income tax oe 126,100,000 
(d) Income from leases of property m 5,752,000 
(e) Inheritance taxes and оер direct 
taxation às 500,000 
(2) Тмотакст TAXES 
(a) Excise .. E 4 T B25,007,5 
(b) Customs " 150,52 


(3) Duties other than those specified above .. 
Torat of State taxes and dues. . 


(CH Recrivts твом Posts AND Te 

(5) REcrnnis FROM TRANSPORT 

(6) Кесеге rrom STATE properly, industry, 
and trade 


ZGRAPHS.. 


(a) Industrlal and trading concerns .. 105.380,178 
(b) Binks .. А 51,039,000 
(c) Exploitation of state forests ha t10.505,000 
(d) Working of mineral resources è 32,821,517 
(e) Со 4,887,745 
Q) Кераулі of Commissariat of 

Foreign Trade .. 9,000,000 
(а) Other Stute properties and enterprises 25,845,333 


(7) Repayment Or LOANS and debts to the 
Treasury 
(8) Various отпен Rec 


TS у; 
(9) Tova or RevENUE other than that of 


taxation 


TOTAL ORDINARY REVENUE 


B. ExTnaOnDIiNARnY REVENUE 


From CREDIT OPERATIONS 
(a) 8 per cont. Internal Gold Loan n 40,000,000 
(b) ‘fhe Second Peasant Loan фу 60,000,000 


(3) Frov 15507 or SILVER лхо Correr Сом 


) SALES OF GOVERNMENT SECURITIES 
) 


a 
(2 


TOTAL OF EXTRAORDINARY REVENUE 


TOTAL 
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1925-26 


Roubles 


568,989,500 


076,189,564 
150,254,743 


1,695,-433,807 


145,000,000 
1,300,000,000 


430,490,803 


48,355,211 
6,232,571 


1.025,078.585 


28,124,500 


100.000,000 
30,000,000 


158,124,500 


3,778,636,892 
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EXPENDITURE 
1. ORDINARY EXPENDITURE 
Roubles Roubles 
(1) UNION DEPARTMENTS OF STATE 
(a) Departments other than 
Military, Naval, Trans- 
port, Posts and ''elegraphs 7,957,147 
(b) Posts and Telegraphs 
Commissariat .. S" 137,000,000 
(c) Transport Connnissariat — 1,250,415,458 
(d) Military and Naval Com- 
missarint T a 624,517,776 
2,109,190,376 
(2) IxTEm-Uxj0N Derartments апа Їхзтїтї- 


TIONS of the U.S.S.R. and Allied Republics 161,301,851 

(3) Derartaents and Institutions of the 
Constituent Republics of the U.S.S.R. ... 368,597,183 
(4) Reserve FuNps  .. $8 . "S 125,810,000 
(5) Sussipres Funxp vs M "T 75.640.000 
(6) Grants то LOCAL Avrnonit 8. is 5s 245,647,111 
(7) Treasury 'TRANSACTIONS .. - v. 212.837,021 
TOTAL ORDINARY ExrENDITURE 3,208.52.4,7-2 


2. EXTRAORDINARY EXPENDITURE 


(1) AGRICULTURE ga s sà 175,375,000 
(2) INDUSTRY .. e ns “+ зе 108,150,000 
(8) ELECTRIFICATION... e es avi 74,030,150 
(4) CO-OPERATION xis oo ps 35,000,000 
(5) MUNICIPAL CREDIT .. - РЕ б> 70.000,000 
(6) UNEMPLOYMENT s m ès ass 11.100,000 
(7) BUILDING ae ES ie Rs sie 5,457,000 
(8) ENTRAORDINARY EXPENDITURE for the 

Karelian Republic .. ee ee .. 1,000,000 


TOTAL or EXTRAORDINARY EXPENDITURE 480,112,150 


TOTAL .. ee 3,778,636.802 
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It will be noticed that this budget is drafted somewhat 
differently from the budgets of the previous three years: 
it embraces the sums from State tax revenue and revenues 
from State domains transferred to local budgets. For the 
purpose of comparison the same alterations have also been 
made in the budget for 1924-25. 

The returns of State revenues, according to the pre- 
liminary estimates, must in the financial year 1925-26 be 
far in excess of those for the financial year 1924-25. It 
should be noted that the increase in revenue from railways, 
posts, telegraphs, excise, customs, &c., results exclusively 
from the growth of the national economy of the U.S.S.R., 
as neither the charges nor the rates have been increased. 

The main increase in revenues is expected from indirect 
taxes as a consequence of increased consumption. 


Cuapter XV. 


THE STATE BANK 


was the first bank set up in Soviet Russia after the 

raising of the blockade and the introduction of the 
new economic policy. The Government provided the 
origina] capital, viz., 2 billion paper roubles, but this sum 
was later augmented. The depreciating currency of that 
time made the early operations of the Bank extremely diffi- 
cult, but, in spite of this handicap, during the first year of 
its existence branches were established throughout the 
country, connections were made with a number of foreign 
banks, and a fund of precious metals and stable foreign 
currencies was accumulated. 


ВЕ State Bank, established on October 12, 1921, 


The Bank collaborated with the Government in establish- 
ing a stable Russian currency, the chervonetz. 


The measures taken by the Bank were: (a) the 
accumulution of a fund of precious metals and foreign 
stable currencies (the proceeds of financing export and 
the granting of loans repayable in foreign currencies), and 
(b) the purchase of precious metals within the country. 

The steps taken by the Government were :— 


(a) The inauguration of a currency policy aiming at 
the regulation of the money market. 


(b) The introduction of a system of financial measures 
for abolishing the budget deficits, which were given 
effect to by the decree of the All-Russian Central 
Executive Committee of October 10, 1921. 


79 


80 POSSIBILITIES OF 


Since the introduction of the Monctary Reform the 
purchasing power of the chervonctz within the country has 
demonstrated a high degree of stability, but even greater 
stability has been shown by its exchange rate with foreign 
currencies, judging both by the quotations of forcign 
currencies on the Russian exchanges and by the rate of 
the chervonetz on those foreign exchanges where it is at 
present being quoted, as the following figures show :— 


Riga Reval 
In roubles In roubles 
Rate after Rate after 
in conversion in conversion 
lats into emk. into 
dollars dollars 
October 1, 1924 26.90 10.05 — — 
January 1. 1025] 26.85 10.08. 10.03.4 
April 1 » 26.85 10.03.5 
May 1 " 26.85 10.03.2 
June 1 r, 26.85 10.03.: 
July 1 » 26.85 10.03.5 10.07.9 
August 1 m 26.85 10.01.6 10.07.0) 
February 5, 1926] 26.85 10.05.4 10.02.8 
Tlarbin Shanghai Home 
In roubles In roubles In roubles 
Rate after Rate after Rate after 
in [conversion in conversion} in conversion 
* yens into Mex. into lires into 
dollars |dollars| dollars dollars 
Oct. 1, 1924| 12.45 9.70 — ә = 
Jan. 1, 1925] 13.20 9.84.3 — — — 
April 1 ,, | 12.50 10.16.4 [9.7482] 10.24.5 - 
May 1 „ | 12.37 10.20.8 | 9.508 10.20 123.5 9.53 
June i a | 12.44 10.15.8 9.483 10.20.4 126 9.70.5 
July 1 » [12.66 10.02.6 6.727 10.26.1 
6 


Aug.1 „ | 12.60 10.03.6 256 10.12.3 139.0 9.91 
Feb. 5, 1926] 11.50 10.00 6.963 10.06.8 | 127.81 9.99.9 
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Although the purchasing power of the chervonetz has 
remained stable since the Monctary Reform, it is below 
that of the pre-war 10 rouble piece. It must be remem- 
bered, however, that a similar depreciation is observable 
in the value of gold and stable currencies of other countrics 
in comparison with pre-war times. For instance, $5.14, 
which before the war were equal in value to 10 gold 
roubles, now in England, as well as in America, are worth 
less in pre-war gold roubles than before, viz. :— 


American Index|Amcerican Index| British Index 
Broad Strect | Federal Bank 


Roubles| Kopeks|Roubles| Kopeks|Roubles| Kopeks 


March 1. 1924 7 14 6 в 25 
Oetober!l ., 7 09 б 6 33 
Jan. 1, 1925 6 61 6 5 85 
April 1 6 73 6 5 85 
July 1 - 6 58 6 6 10 
Sept. 1 » 6 37 6 6 21 


Comparing the movement of the chervonetz’s purchasing 
power with that of gold on the world-market, it will be 
seen that the former is steadily approaching the value of 
gold, true, with certain fluctuations. The purchasing 
powcr of the chervonetz in relation to the par value in 
gold was as follows :— 


American Index|American Index British 
Broad Street | Federal Bank Index 
Per cent. Per cent. Per cent. 
March 1, 1924 73 85 88 
October l .. 85.9 95 90-2 
January 1,1925 87-9 95-9 99-8 
April I e 76-1 86-8 87-8 
July 1 » 80-9 86-8 87-2 


Sept. 1 f 90-9 94-9 93-2 
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The operations of the State Bank have increased 
rapidly since January, 1928, as the following figures 
demonstrate :— 


January 1, 104 October 1, 1923 


Roubles Roubles 
(1) AaanEGATE BALANCE ++] 181,300,000 830,500,000 
(2) DiscouNv Ax» LOAN OPERA- 
TIONS (including grain) .. 30,700,000 288,600,000 
which includes :— 


Industry and transport — .. 10,800,000 129,900,000 

Trade (with co-operatives). . 7,500,000 80.600,000 
(3) Current ACCOUNTS AND 

Derosits.. . $i 35,500,000 142,800,.000 
(4) BANK Notes Issus ei 11,200,000 285.000.000 


October 1, 1924| July 1. 1925 


Roubles Roubles 
(1) AGGREGATE BALANCE ..[1,618,800.000  |2,870,900.000 
(2) Discount AND Loan OPERA- 
TIONS (including grain) — ..]| 608,500,000 | 1,139,900.000 
which includes :— 
Industry and transport ..[ 299.000.000 558.100.000 
Trade with co-operatives .. 1-48,300,000 224,000,000 
(3) CURRENT ACCOUNTS AND 
Deposits... . ..| 308,000.000 54,500,000 
(4) BANK NOTES Issue s. | 521,900,000 702,800,000 
са 1. 1926 
Roubles 
(1) AGGREGATE BALANCE ‚+ |8,843,000,000 
(2) DISCOUNT AND Loan OPERA- 
TIONS. - |1,038,000,000 
Same on behalf of Commis- 
sariat for Finance .. .. | 284,000,000 
(3) CURRENT ACCOUNTS AND 
Drrosns .. 774,000,000 
Special Fund of Commis- 
sariat for Finance .. ae 254,000,000 
(4) BANK NOTES ISSUE А 781,000,000 


Same on behalf of Commis- 
sariat for Finance .. .. 258,000,000 
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These figures are eloquent evidence of the economic 
recovery of the country, because the operations of the 
State Bank are closely associated with the development of 
Agriculture, Industry, and Commerce. 

The State Bank advanced the following sums in loan 
and discount operations, including grain transactions :— 


1923 (9 months) .. s m isi 770,000,000 roubles 
1923-2. E. n ss 55 is 2,336,660,000 ин 
1924-25 (9 months) 28 .. +. 8,872,900,000 „ 


The present State Bank plays a much bigger róle in the 
economie life of Russia and does business with a far larger 
number of branches of the National economy than did the 
State Bank in pre-war revolutionary days. To make just 
two comparisons: the State Bank in 1913 had 128 
branches, the present State Bank has 447; the loan and 
discount operations of the State Bank during the whole of 
1913 amounted to 821,600,000 roubles, whereas the same 
operations for the first half year of the existence of the 
present State Bank amounted to 1,020,000,000 roubles. 

As has already been mentioned, the chervonetz is now 
being quoted in certain exchanges in the East, in the 
Baltic countries, and in Italy. However, the development 
of chervonetz transactions with London have not kept pace 
with the increase of trade between Russia and Great 
Britain. 

Considering the development of trade between the two 
countries, the absence of chervonetz quotations on the 
British cxchanges is abnormal. Soviet bills circulate 
mainly on the London and Berlin markets, but the attitude 
of the two markets towards these bills varies, whereas, in 
London. the rates charged for re-discounting State Bank 
bills is from 1 per cent. to 2 per cent. above the Bank of 
England rate, the German banks give similar facilities at 
the actual discount rate of the German market. However, 
the actual rate charged is lower in London because the 
Bank rate plus the extra 1 per cent. to 2 per cent. is lower 
than the current discount rate in Germany. At the same 
time, there is a marked tendency on the part of the 
London market to demand an ever-increasing rate for dis- 
counting Soviet bills. This tendency is still more marked 
in the case of the importing and exporting organs of the 
U.S.S.R. In the majority of cases the rates demanded 
for discounting the bilis of these organisations are often 
three or four times the official London discount rate. This 
practice is non-existent on the German market. 
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The State Bank’s turnover with the British banks for 
the economie year of 1928-24 amounted to 780,000,000 
roubles, and for 1924-25 (11 months), 750,000,000 roubles. 
When the figures for the last month of the economic year 
are available it will probably be found that the transactions 
for 1924-25 exceeded those of 1023-24, a very remarkable 
achievement in view of the fact that there were no grain 
exports in 1924. These transactions reflect the import and 
export trade between the two countries. 

Most of the operations were effected in Great Britain, 
but a certain proportion were effected on the European 
continent in British currency, settlement being made 
through the British banks. 


Cuarrkn XVI. 
CONSUMERS’ CO-OPERATIVES 


TIE first consumers? Co-operative made its appear- 
| ance in Russia in 1863; i.e., twenty-three years 
after the establishment of the Rochdale organisation. 

The Tsarist Government was very hostile to the Move- 
ment, placed many obstacles in its path (often 2 or 3 years 
were spent in obtaining a permit to open a co-operative 
store), and as late as the year 1881, only forty-four weak 
co-operative stores were in existence, and not until the 
close of the nineteenth century did they make their first 
appearance in the villages. 

Even up to the outbreak of the war (August, 1914) the 
rôle played by the co-operative societies, and still more the 
co-operative unions, was relatively small. In that year 
there were 11,400 consumers! co-operative societies, with 
1,050,000 shareholders, a share capital of 39,175,000 
roubles, and an annual turnover of 290,000,000 roubles. 
Only about 11 per cent. of these societies were organised 
fn what was then called the ‘‘Moscow Union”? now 
the ‘‘Ceutrosoyus’?: the co-operative unions counted for 
very little at that time. 

Strange as it may at first sight appear, the Tsarist 
Government in the course of the war moderated its hostile 
attitude towards the Co-operative Movement. The 
national and local machinery of the Government was hope- 
lessly incapable of supplying either the military front or 
the civilian population, with the result that the Govern- 
ment was willing to allow the co-operative societies and 
unions to play a larger róle than previously in the field of 
distribution. 

The co-operative societies and unions of co-operatives 
grew apace :— 


Number of Amount of 
Year Co-operative | share capital Turnover 
socicties (in roubles) (in roubles) 
1914 ee 11,100 1,650,000 290,000,000 
1915 T — 2,610.000 483,000.000 
1916 ee 20,000 6,815,000 1,036,000,000 
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Towards the outbreak of the March Revolution 
(March, 1917) there existed 300 Co-operative Unions, 
embracing 12,000 co-operative consumers’ societies, whose 
turnover in 1016 amounted to 250,000,000 roubles, i.e., 
25 per cent. of the total turnover of the whole co-operative 
movement. 


The “Moscow Union’? at the time of the outbreak of the 
progress :— 


Affiliated , Affiliated Annual 
Year societies F unions turnover 
Roubles 
1914 ee 1,265 — 10,-H3,000 
1916 (end) .. 3,012 514 51,000,000 


The **Moscow Union,” at the time of the outbreak of the 
March Revolution had become a Union of Unions. 

Although, as nlready mentioned, the Tsarist Government 
had been willing to avail itself of the activities of the co- 
operatives, nt the same time it was jealous and suspicious 
of the Movement and subjected it to a great deal of petty 
persecution : its meetings were closely watched by Tsarist 
spies, and its press strongly censored. 

Under the Provisional Government (March-November, 
1917) the Movement continued to make good progress : the 
consumers! co-operatives inereased by 4,500-5,000, and the 
membership by 6-7 millions. Of course, these were not 
convinced co-operators. They were mainly the victims of 
the food catastrophe, who were able to get rations through 
the co-operatives, but not easily otherwise. 

Between November, 1917, and the introduction of the 
new economie policy on April 7, 1921, the Co-operative 
Movement passed through unparalleled experiences. The 
whole nation was organised to resist the effects of the 
blockade, and to drive back the “White” armies, assisted 
and financed by Western Europe. 

By a decree of March 20, 1919, the whole Co-operntive 
Movement was transformed into a single Union of co- 
operative societies, serving the entire population. 

In each province, a Provincial Union was established, 
and a network of district sections which acted as connect- 
ing links between the Provincial Union and the local con- 
sumers’ societies. The Provincial Unions were affiliated to 
the Centrosoyus. Many of the small local societies were 
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amalgamated with the result that although their numbers 
decreased, the membership of the societies and their 
volume of business increased :— 


Number of Number of Number of 
Years socicties unions members 
1919 m 58,000 382 18,500,000 
1920 a 25,000 99 { ‘The whole 
1921 T 25,000 99 population 


It was impossible to calculate the exact turnover of the 
consumers! co-operatives during the years 1919, 1920, and 
even 1921, as these institutions, acting on behalf of the 
Government, in the main distributed products free of 
charge. However, the turnover in these years was esti- 
mated at:— 


Year Turnover 
1919 Е. D ae 44,285,000 gold pre-war roubles 
1920 ж е M 94,752,000 8 ч 
1921 Sa zs we 66,422,000 » 


During these years the co-operative societies were 
chiefly instruments for the distribution of prime necessi- 
ties and played an important róle in mobilising the national 
resources for vietory over the counter-revolutionary forces. 

The inauguration of the new economic policy (April, 
1921) altered, to a considerable extent, both the function 
and the methods of the entire Co-operative Movement. 

They were freed from the duty of distributing to the 
population products collected by the State in the form of 
taxes, there was a gradual transition to the principle of 
voluntary membership, and the right to hold share capital 
was restored. 

As under the new economic policy private trading was 
permitted, the co-operatives were now faced with the task 
of conquering the market. 

At the beginning of the following year, 1922, the Centro- 
soyus organised a Bank, which about a year later, 1923, 
became the All-Russian Co-operative Bank, and now 
transacts all the banking business of the co-operatives. In 
March, 1922, the Centrosoyus was granted wider rights of 
export and import. 
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From 1922 onwards, the co-operatives registered n satis- 
factory increase in membership :— 


Year Membership 
1922 .. .. 4,936,255 
1923 .. m 6,265,414 
1924 .. .. 7,227,618 
1925 .. .. 10,000,000 (approximate) 


The net result of the activities of the consumers’ co- 
operatives are expressed in the following figures :— 


Year Turnover 
192: 853,157,000 roubles 
1923-24 oe 2.029,000,000 " 
1924-25 - 3,500,000,000 


Perhaps the remarkable development of the consumers’ 
co-operatives can best be gauged from the following com- 
parative statistics :— 


Y Number of | Number of 
cars socicties sharcholders 

Gold roubles | Gold roubles 
3914 ..| 11,400 1,650,000 32,175,000 | 290,000,000 
1925 .. 26,000 10,000,000 266,000,000 | 3,500,000,000 


Capital Turnover 


The foreign trade of the Centrosoyus also showed a 
steady increase :— 


Years Export Import 
£ £ 
1922-23 . mm m 2,107,400 520,700 
1923-24  .. m m 3,370,360 876,490 
1924-25 . 4,100,800 2,832,400 


The credits received by the Centrosoyus in 1928 
amounted to over £2,500,000, and in 1924-25 (October 1- 
September 80) to £4,151,181. 
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The Co-operative Movement is well supported by the 
Trade Unionists: practically 100 per cent. of the textile 
workers are members, 60-70 per cent. of the metal workers, 
GO per cent. of the chemical workers, and 40-50 per cent. 
of all other workers organised in Trade Unions. 

The percentage of wages spent in co-operative stores 
varies considerably, but in some districts it is as high as 
78 per cent. 

Very gratifying results have attended the efforts of the 
Co-operatives during the last three years to reduce over- 
head expenses: in the Centrosoyus in 1923, the business 
done per employee was 82,000 roubles or 72 per cent. of 
the pre-revolutionary period, in February, 1924, the pre- 
war level had been reached, and in March, this level was 
surpassed ; and thoughout the co-operative union system as 
a whole overhead charges, which in 1922-23 were equal to 
7-12 per cent. of the turnover, were, after the autumn of 
1928, reduced to 5-10 per cent., at which figure they still 
stand. 

At the moment of writing the wholesale and retail prices 
of the co-operatives (quite apart from subsequent reduc- 
tions paid to co-operators) are from 52 per cent. to 10 per 
cent. below those of private traders. 

It is estimated that the foreign trade of the Centrosoyus 
for 1925-26 will reach £9,000,000. 

It is important to bear in mind that the consumers’ 
co-operatives are now playing a big rôle in the circulation 
of commodities throughout the U.S.S.R.; in the economic 
year 1924-25, they participated as follows :—Textiles, 52 
per cent.; sugar, 55 per cent.; tea, 40 per cent. ; groceries, 
50 per cent., &c. 

The Centrosoyus will, in future, be the largest importer 
of means of consumption, and its plan of imports for the 
current year has been worked out accordingly ; 70 per cent. 
will consist of articles of consumption, such as textiles, 
small tools, rice, tea, herrings, spices, and household 
goods. Considerable orders remain to be placed. The 
degree to which Great Britain will participate will depend 
upon the prices and terms of payment which British firms 
will offer. 


The Centrosoyus’ most important items of exports will 
be fibre, furs, eggs, and caviare; in previous years about 50 
per cent. of its exports were consigned to Great Britain, and 
the same proportion will probably be sent in the current 
year. 
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As Soviet Russia progresses economically, the Centro- 
soyus will continue to play an increasingly important rôle. 
Its business transactions with the Co-operative Wholesale 
Society of this country have given great satisfaction to 
both sides, but the volume of business transacted between 
the two societies, though increasing, still permits of con- 
siderable expansion to the mutual advantage of both 
organisations. The Co-operative Wholesale Society in 
1924 gave the Centrosoyus commodities on credit to the 
value of £156,280, and in 1925 to the value of £245,785 
exclusive of credits granted in connection with grain 
transactions. The Scottish Co-operative Society in 1925 
supplied credits to the value of approximately £80,000. 

In connection with the export of grain from Russia in 
which operations Centrosoyus and other organisations were 
concerned the Co-operative Wholesale Society afforded addi- 
tional credits in 1924 to the value of £119,000, in 1925 of 
approximately £2,500,000 sterling, while the figure for the 
first two months of 1926 is close upon £1,000,000. 

The import and export trade of the co-operative organisa- 
tions with Great Britain could be further increased very 
rapidly if the Centrosoyus could obtain normal long-term 
credit facilities either under the provisions of the Trade 
Facilities Acts or in any other way. 


ANNEXE 
ANGLO-RUSSIAN TRADE 
W E cannot close this report without a brief reference 


to a question which has been much discussed in 

the House of Commons during recent weeks, viz., 
Russia’s alleged favourable trade balance with this 
country. 

Mr. A. M. Samuel, M.P. (Parliamentary Secretary, 
Overseas Trade Department), speaking in the House of 
Commons on February 22, 1926, said :— 

“The export of Russian goods to the United King- 
dom in 1924 were £20,000,000 sterling, and Russia 
took from us £11,000,000 sterling. She, therefore, 
had £9,000,000 credit with us. In 1925 Russia sent 
to the United Kingdom £25,000,000 odd sterling, 
and they took from us £19,000,000 sterling, 
leaving themselves in credit with us £6,000,000 
sterling. Therefore, in the two years they had 
£15,000,000 sterling at their disposal." 

This assertion was endorsed by Sir Phillip Cunliffe- 
Lister, President of the Board of Trade, in the House of 
Commons on March 11, 1926. 

To avoid the possibility of any misunderstanding we 
shall take the figures of British-Russian trade from the date 
on which commercial relations were resumed between 
the two countries :— 


Purchases by 


Year the U.S.S.R.| Sales by the 
(Calendar Years) in Great U.S.S.R. in Turnover 
Britain Great Britain 
£ £ £ 
1920 .. aye .. 2,809,641 = 2,809,641 
1921 .. Ре .. | 7,281,258 1,866,375 9,147,633 
1922 .. n ..| 9.432,936 5,933,283 15.366,219 
1923 .. s. .. -4,658,592 10,458.06G 15,116,658 
1924 .. E .. | 14.800.956 19,443,669 34,2-44,625 
1925 .. is .. | 27,802,006 | 26,241,913 54,043,919 
Total 606.785.389 63,043,306 130,728,695 


These figures have been taken from the official publications of 
Messrs. Arcos, Ltd. 


In order to arrive at the exact amount which Russia 
receives from her sales in Great Britain it is necessary to 
deduct (a) freight charges from Russian to British ports; 
(b) insurance charges from Russian warehouse to actual 
sale in Great Britain; (с) warehouse charges in Great 
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Britain; (d) Broker’s commission in Great Britain; (e) 
banking charges arising from these transactions; (f) insur- 
ance charges on sum total of Russia’s foreign trade (which 
last year amounted to £114,000,000), most of which is 
insured in the City of London. The sum total of these 
items would amount to 10-15 per cent. of the selling price. 

On the other hand, in order to arrive at the exact amount 
spent by Russia in Great Britain it is necessary to remem- 
ber that all Russia's purchases are f.o.b. British port, and 
jt is therefore necessary to add to the purchase price (a) 
freight to Russian port; (b) insurance charges; (c) bank- 
ing charges. All these would total 10-15 per cent. of the 
purchase price. (These statistics do not include the over- 
head charges, all of which are spent in Great Britain, of 
Messrs. Arcos, Ltd., the Centrosoyus, the Russian-British 
Grain Export Company, and all the other subsidiary 
companies.) 

If we make these necessary additions and subtractions 
(taking the lowest figure 10 per cent.) we get the following 
results :— 


£ t 

1920 to 1925 Russian purchases in 
Great Britain im Tn «o 66,785.389 
Plus 10 per cent. 6,678,538 

—— 73,463.927 

1920 to 1925 Russian sales in Great 
Britain АР EM T $e 63.943.306 
Less 10 per cent. 6,39-4,330 


57.518.976 
Balance in favour of Great Britain 15,01.1.951 
The trade balance in favour of Great Britain for the 
years 1920 to 1925 was in round figures £16,000,000. 
But to take the years quoted by Mr. Samuel and Sir 
Phillip Cunliffe-Lister, viz., 1924 and 1925 :— 


£ £ 

1924 and 1925 Russian purchases in 
Great Britain 42,602,962 
Plus 10 per cent. 4,260,296 

n 46,863,258 

192.4 and 1925 Russian sales in Great 
Britain 45,685,582 
Less 10 per cent. 4,568,558 


11.117.024. 
Balanee in favour of Great Hritain 05,740,234. 
Anglo-Russian trade for the years 1924 and 1925 showed 
a balance of nearly £6,000,000 in favour of Great Britain, 
and not a balance of £15,000,000 in favour of Russia as 
alleged by Mr. Samuel and Sir Phillip Cunliffe-Lister. 


CnarTer XVII. 
AGRICULTURAL CO-OPERATIVES 


In pre-war days, side by side with the Consumers’ Co- 
operatives, there were in Russia agricultural co-operative 
societies, which in 1914 numbered 17,414, and had a 
membership of thirteen and a-half millions. However, 
these societies were largely controlled by the Local 
Officials of the Central Government, who strove to prevent 
either the formation of Unions of Societies, or the develop- 
ment of a vigorous independent co-operative movement, 
with the result that despite the number of the societies and 
their relatively large membership, there existed in 1913 
only one special Provincial Union (the Siberian Creamery 
Union) and eleven District Unions. Moreover, in the same 
year, the sale of agricultural products and the purchase of 
agricultural requisites by the agricultural co-operatives 
only reached the sum of eighty million roubles. 


True, as explained in the previous chapter, the Tsarist 
Government moderated their hostility {owards the co- 
operative movement during the war, but even then little 
progress was made: in 1916 the sales of agricultural pro- 
duce by the Agricultural Co-operatives did not constitute 
more than 5 per cent. of the total turnover of agricultural 
produce, and the purchase of agricultural requisites 
through the co-operatives in comparison with the total 
turnover in such requisites was insignificant. 


The “March Revolution? (March, 1917) brought free- 
dom to the Co-operative Movement: the ‘‘Provisional 
Government?! enacted a special **Co-operative Bil,” which 
had been worked out by the leaders of the Movement, 
abolishing all restrictions on the activities of the organisa- 
tions. The co-operatives developed rapidly during the 
months which immediately followed, but the records for 
this period are very fragmentary. 


After the “November Revolution? (November, 1917) the 
legal position of the Co-operative Movement remained 
unchanged, it continued to make rapid progress: trade 
developed, the number of local organisations increased, 
and in addition to the Local Unions and the Siberian 
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Creamery Union, and the All-Russian Co-operative Bank, 
seven new central unions were formed. Unfortunately, 
this advance was brought to a dead stop in the middle of 
1918 by the civil war, foreign armed intervention, and the 
blockade : the Soviet Government was gradually compelled 
to take into its own hands the collection and distribution 
of agricultural produce. 


Immediately following on the conclusion of hostilities and 
the introduction of the new economic policy (April, 
1921) a field of activities was again thrown open to the 
Agricultural Co-opcratives. The Soviet Government, by 
the decrees of April 7, May 17, and August 16, 1921, re- 
established the rights of the Agricultural Co-operatives and 
a rapid revival followed throughout the whole of Soviet 
Russia. 


One of the first tasks of the new local agricultural co- 
operatives was to create the All-Russian Central Union of 
Agricultural Co-operatives (“Selskosoyus’’), which ever 
since has been a powerful organising and guiding centre 
for these bodies. The following statistics of the growth of 
the Agricultural Co-operatives throughout the U.S.S.R. 
tell their own tale :— 


No. of 
Date оло. Primary | Membership 
Co-operatives! 
September 1, 1921 .. 12 — 2,510,000 
January 1, 1922 zs 247 12,000 2,000,000 
January 1, 1923 E 329 19,000 2,200,000 
January 1, 1924 os 301 25,300 1,510.000 
January 1, 1925 oe 339 38,000 3,000,000 
July 1, 1925 .. oe 410 45,000 5.000.000 
January 1, 1926 oe 430 50,000 6.000.000 


There are more than forty different kinds of local agri- 
cultural societies: potato growing, butter and cheese 
making, flax growing, wine making, cattle breeding, sheep 
rearing, horse breeding, tobacco growing, machinery, bee 
keeping, forestry produce, cotton growing, &c., &c. 


The following table gives the most important classes of 
agricultural co-operatives, but does not include organisa- 
tions not affiliated to the Unions :— 
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Class of No. of No. of Percentage 
Co-eperative Co-operatives|Co-operatives| of growth 
Organisations on July1,1924|on July1,1925| per year 

Per cent. 

Agricultural societies 5,300 5,708 8 
Agricultural восіеѓісѕ, 

with credit functions, 9,143 15,000 64 
Collective farming 

socictics T es 9,179 9,200 0-2 
Dairy produce societies 2,951 4,000 36 
Forest produce socic- 

ties se ee 2,032 2,400 13 
Other — misecllancous 

agricultural socicties 1,389 1,600 13 
Associated peasant) 

houscholds .. + +| 2,260,764 4,700,000 108 
Unions of agricultural 

co-aperalives - 385 410 7 


The majority of local societies are organised in Unions : 
on January 1, 1926, only 10,000 did not belong to Unions. 
These Unions vary in character: they are based on (a) 
the commodities produced and sold; (b) on administrative 
areas; (с) on the special economic characteristics of certain 
geographical areas. There are now in the U.S.S.R. nine 
Central Agricultural Unions :— 

(1) **Selskosoyus"—the All-Russian Union of Agricul- 
tural Co-operation, which is the general Centre 
of Russian Agricultural Co-operation. 

(2) **Lnocentre"—the Flaxgrowers’ Union. 

(3) **Maslozentr"—the Union of Dairy Produce 


Societies. ` 
(4) **Wsekoless"—the Union of Forest Produce 
Societies. 
(3) **Soyuskartoffel"—the Union of Potato Growers’ 
Societies. 


(6) **Plodovinsoyus?—the Union of Fruit Growers’ 
and Wine Producers’ Societies. 

(7) **Ptizevodsoyus"—the Union of Poultry and Egg 
Societies. 

(8) “Co-operative Isdatelstvo’’—the All-Russian Co- 
operative Publishing Union. 

(9) **Coopstrakhsoyus?—the All-Russian Co-operative 
Insurance Union. 
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In addition special Unions will be formed in the near 
future for dealing with grain, meat, tobacco, cotton, seed- 
growing, animal products, and agricultural machinery. 

There is a strong tendency in the U.S.S.R. to create 
powerful central organisations with the object of uniting 
the activities of the different agricultural co-operative 
organisations. *'Selskosoyus" acts as the general organising 
centre of agricultural co-operative propaganda, as the 
ereator of special Unions when and where such do not 
exist, and as the general trade representative abroad of the 
whole Russian agricultural co-operative movement, with 
the sole exception of the Flaxgrowers? Union, which has 
its own representatives. 

The trade of the agricultural co-operatives is steadily 
rising :— 


Total trade: Sale of 


agricultural produce Resources of 
Year and purchase of agri- agricultural co-ope- 
cultural requisites ratives (in roubles) 
(in roubles) 
1921 Figures for these years |cannot be given as the 
1922 M de currency was rapidly| falling, and money 
— \ figures meant nothin|g very definite. 
1923 .. m 250,000,000 60,000,000 
1924 .. s '740,000.000 300.000,000 
1925 .. m 1,300.000,000 600,000,000 
1926 (Jan. 1) к» 900,000,000 


The foreign trade of **Selskosoyus? also shows satisfac- 
tory progress: 1923, £1,500,000; 1924, £8,000,000: 1925, 
£5,000,000. The estimate for 1926 is £15,000,000. The 
chief items of export will be butter, flax, furs, wool, eggs, 
poultry, tobacco, timber, vegetables, fruit, pitch, &c. 
Moreover, in addition to trading the agricultural co-opera- 
tives are doing much to further general progress in agricul- 
ture. The following are a few examples of their 
activities :— 

(a) They are constructing eighty electric power 
stations which will serve regions embracing 600 
villages, or about 100,000 peasant households. 

(b) They employ as instructors 1,500 scientific agri- 
culturists. 

(c) They own 4,000 seed-cleaning stations; 8,000 
supply stations, with 85,000 agricultural machines 
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and implements for hire; 800 horse breeding 
associations with 40,000 stock; 2,500 co-operative 
breeding stations with 7,000 animals; and eighty- 
four co-operative cattle breeding farms with 
18,000 stock of local breeds, &c., &c. 

(d) They own (over) 17,000 manufacturing enterprises 
which are mainly devoted to the production of 
butter, vegetable oils, treacle, beet sugar, dried 
fruit, flour, &c. 

The agricultural co-operatives of to-day are radically 
different from the pre-war organisations. Then they had 
a nominal membership of thirteen and a-half millions, but 
the members were co-operators only in name. They joined 
the societies chiefly to obtain credit facilities, not to sell and 
buy co-operatively. To-day, these societies have a 
membership of only six millions; they are not in a position 
to grant credit facilities to any great extent, but despite 
these drawbacks their turnover (sales of agricultural pro- 
duce and purchases of agricultural requisites) is sixteen 
times that of pre-war. 

At present these societies are playing an ever-increas- 
ingly important réle in the economic life of the nation; 
they are teaching the peasantry the principles of scientific 
agriculture and co-operation, and are forging real links 
between co-operative agriculture and State industry, 
between town and country, between Russian agriculture 
and Western European industry. 

The societies have drawn up big plans for execution in 
the immediate future for the improved marketing of 
cheese, meat, eggs, dried and canned fruit, vegetables, flax, 
wool, furs, &c., and the erection of cold storage sheds, 
grain elevators, and flour mills. 

In ойт opinion, with or without foreign aid, the societies 
will undoubtedly continue to progress, but the rate could 
be considerably accelerated by the aid of long-term credits 
from abroad. 


Cuarter ХУШ. 


THE RAILWAYS 


N 1913 the then Russian Empire had 63,700 versts of 

permanent way, 20,820 locomotives (only 7,000 of 

which had been less than ten years running), 30,800 
carriages, and 500,000 goods waggons. Although pre- 
war Russia in actual length of railways occupied third place 
among the nations (the U.S.A. and Great Britain holding 
the first and second respectively) she occupied the last in 
proportion to the respective areas of the countries. 

During the period of forcign armed intervention and 
subsidised civil war, the railways suffered severely from 
the depredations of the “White Armies’? equipped and 
financed by the Allied Governments: thirty-four repair 
shops, 480 water tanks, over 56,000 miles of telegraph and 
telephone wires, 10,800 telephonic apparatus, 4,300 tele- 
graphic apparatus, 2,000 versts of railway line, and 
thousands of bridges were wholly or partially destroyed. 
The well-known Russian engineering expert, Professor 
Lomonosov, who occupied the post of Under-Secretary of 
Transport under the Tsarist, Provisional, and Soviet Gov- 
emments respectively, in the course of an interview 
said :— 

“During the civil war the Siberian railways and the 
railways of South-Eastern European Russia were 
destroyed or ruined. General Denikin and his co- 
workers showed wonderful skill in the destruction of 
railways. They blew up all bridges and water sup- 
plies, ran locomotives into rivers from blown-up 
bridges, and systematically burnt all rolling stock. I 
was in China during the Boxer riots, and can bear 
witness to the fact that the havoc caused by the 
Boxers on Chinese railways was child’s play compared 
to the work of General Denikin and his foreign 
specialists." 

That well-known and respected British journalist, Mr. 
Walter Meakin, who accompanied the official Labour Dele- 
gation to Russia in the spring of 1920, writing in the 
Daily News of July 14 of the same year, stated :— 

“The damage to railways and rolling stock during 
all these operations was enormous, and the task which 
faced Krassin, Sverdlov, Lomonosov, and Pavlovitch 
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(all technical experts with high qualifications) when 
they set about the work of reconstruction, after the 
various forees had been driven back, would have 
appalled most men.” 


Sir Benjamin Robertson, K.C.M.G., К.С.8,1., who went 
to Russia in December, 1921, “with the concurrence of 
His Majesty’s Government and at the request of the Rus- 
sian Famine Relief Fund and the British Red Cross 
Society" and returned to London in February, 1922, in 
the course of a statement, said that the rails, sleepers, and 
beds of the Russian railways were in such a state of 
dilapidation and decay that ns soon as the frozen snow, 
which was holding the Jines together, thawed, the railways 
would for all practical purposes cease to exist. 


Apparently he failed to reckon with the enthusiasm and 
devotion of the engineers and railwaymen, because eightcen 
months later Sir Donald Mann, the great Canadian rail- 
way constructor, on his return from Russia declared :— 


«АП classes in Russia from the Government down 
are working hard and are very anxious to make good. 
The want to put their house in order. 

“The railways of Russia are not in a bad condition. 
I travelled 2,500 miles by rail, and found the lines in 
good shape. The road beds are excellent. The slcep- 
ing-cars were as good as you get anywhere on the 
continent. ‘The service was not very fast, but it was 
punctual. I went from Moscow to Petrograd, a 
distance of 400 miles, in twelve hours. I also went to 
the Black Sea ports by train. The passenger speed 
was from twenty-seven to forty miles per hour."* 

(Manchester Guardian, 27.8.1925.) 


Sir Donald Mann's conclusions were in our opinion well 
founded. 


From 1922 onwards steady progress is recorded in all 
spheres of railway activities as the following table shows :— 
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Russian 
Empire | U.S.S.R. | U.S.S.R. | U.S.S.R. 
1913 1922-23 1028-24 1924-25 


Permanent way(versts)} 63,700 63,841 67,652) 68,609 
Locomotives .. .| 20,320 19,525 20,208 20,270 
Locomotives in need of 

repair per cent. of 


total m + 16-8 58:2 55-1 52-5 
Goods waggons ++} 500,000 408,900 485,800 444,500 
Goods waggons in need 

of repair per cent. of 

total m ae 8 32-2 30-9 26-1 
Passenger cars $» 30,300 — 29,400 29,500 


Passenger curs in need 

of repair per cent, of 

total m os — — 7T 69-5 
Transport of goods 

(million pood versts, 

i.e. weight carried 

in poods over dis- 


tance in versts) .. — 1,344,100} 1,915,200] 2,710,900 
Number of passenger: 
carried .. -— 97,876,000}154,377,000/204,200,0G0 


In 1921-22, the number of passengers carried was 76,641,000. 


From the date of the raising of the blockade to the end 
of 1925, Russia imported 1,200 heavy steam locomotives 
from Sweden and Germany, 100,000 tons of rails from Ger- 
many, and some thousands of tank cars and a few hundred 
of locomotive boilers from Great Britain and Canada. 

During the period of military communism, the services 
of the railways were gratis to all citizens, but on January 
16, 1922, the lines were put on a self-maintenance basis, 
16, 1922, Lie lines were put on a self-maintenance basis, and 
since then their financial position has steadily improved. 


Years Revenue Expenses 


Roubles Roubles Roubles 
400,000,000 | 480,000,000 | deficit 80,000,000 
600,800,000 | 570,700,000 | surplus 30,100,000 
902,000,000 | 902,000,000 — 


In 1924-25 the railways of European Russia showed a 
substantial profit, which, unfortunately, the Soviet Gov- 
ernment was compelled to spend on the restoration of the 
lines in Eastern Siberia, which came under its jurisdiction 
only in 1923 in a ruined condition. However, taking the 
railways of the U.S.S.R. as a single unit, they are expected 
to yield a net profit of 50,000,000 roubles in 1925-26. 
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It seemed in 1920 that the reconstruction of the railways 
would take decades, but it is now practically finished : all 
the destroyed and partially destroyed bridges have been 
permanently rebuilt, the speed of the passenger trains is 
equal to that of 1911, and the traffic to the volume of 1910. 

Russia’s own railway works can now more than supply 
all the needs of the existing railways of the U.S.S.R. The 
present Russian lines require 300 new locomotives annually, 
and the Russian railway works can now build 450 per 
year, but as pointed out in another chapter, the Soviet 
Government has decided to build 3,000 miles of new perma- 
nent way per year, which, if the opportunity were seized, 
would mean large orders for the engineering industry of 
Great Britain. 


Cuartrer XIX. 
ANGLO-RUSSIAN DIPLOMATIC RELATIONS 


T will be generally conceded that although trade 
I between two countries can develop to some extent in 

any case, normal extensive trading relations cannot 
possibly exist and develop between countries whose politi- 
cal relation are strained, abnormal, or in any way irregular. 
This is the more so in the case of two countries such as 
Great Britain and Russia, the threads of whose trade were 
broken during the years of war, civil war, armed interven- 
tion, and blockade. It will be remembered, moreover, 
that even when intervention had ceased and the direct 
blockade, the cordon sanitaire, had been formally removed, 
an indirect economic blockade of Soviet Russia still con- 
tinued. Indeed, this economie and financial blockade exists 
to the present day. 


The trade agreement concluded in 192] led to the first 
painful attempts at the picking up of the threads, but the 
process was necessarily slow, owing to the fact that at every 
step obstacles were encountered as a result of the absence 
of normal diplomatic relations, the hostility, open and 
latent, of British political and trading circles, the ruin 
caused by the war and intervention to Russian agriculture 
and industry, and of the general uneasiness felt here in 
doing business with a country the Government of which 
had not been recognised de jure. 

The step taken by the Labour Government in 1924 in 
recognising the Soviet Government, followed as it was by 
negotiations for the conclusion of a treaty for the settle- 
ment of outstanding questions between the two countries, 
gave now hope of the resumption of full diplomatic and 
friendly political relations, and a consequent extension of 
trading relations between the two countries. Unfortu- 
nately, the Labour Government was out of office before 
the treaty concluded with the Soviet Government could be 
ratified, and the Conservative Government which succeeded 
refused the ratification of the treaties concluded after 
months of anxious negotiations. 

On November 21, 1924, a communication signed by Mr. 
Chamberlain, Secretary of State for Foreign Affairs, was 
addressed to M. Rakovsky, notifying that the British Gov- 
ernment found themselves unable to recommend for ratifi- 
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cation the treaties negotiated by their predecessors. The 
communication contained no indication whatsoever as to 
the points to which the British Government took excep- 
tion in these treaties. On several occasions attempts have 
been made on the part of the Soviet Government through 
its representatives to elucidate with which parts of the 
treaties the British Government disagreed, but without 
avail. The British Government avoided a clear definition 
of their objection and only made general observations to 
the effect that the points of view of the two Governments 
differed to such an extent that it would be useless to enter 
into any discussion, that the time was inopportune for re- 
opening negotiations, &c. 


The Soviet Government, on the contrary, repeatedly 
proposed to discuss all matters still at issue between both 
Governments. Thus, on March 3, 1925, at the third 
Session of the Central Executive Committee at Tiflis, M. 
Chicherin said :— 

“We have always declared and still declare that we 
are prepared to open negotiations." 


Further, on May 14, 1925, at the All-Union Congress of 
Soviets, M. Chicherin stated :— 

“We are willing to open negotiations at any time. 
We should like to know which parts of the treaties 
negotiated with Mr. MacDonald are unacceptable to 
the new Government. We cannot make fresh offers 
without knowing why the old ones are unacceptable. 

“We are told: make proposals! We reply: here 
are the treaties, indicate why they are unacceptable. 
Then we will know what proposals to make. But we 
have received no indications." 


In an interview, published in Isvestia of July 2, 1925, 
M. Chicherin declared :— 


“We have incessantly and repeatedly proposed to 
the British Government that all the questions at issue 
between the two Governments should be discussed 
with a view to reaching an agreement in the interests 
of both countries. . . . Our Government was the 
initiator of all attempts to reach an agreement." 


The British Government has not responded to any of 
these proposals, although on some occasions the Secretary 
of State for Foreign Affairs and the Under-Secretary have 
stated in the House of Commons in reply to questions put 
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by Members of Parliament that they would be willing to 
consider any proposals put forward by the U.S.S.R. When, 
however, on July 6, 1925, Mr. Trevelyan asked in the House 
of Commons whether the British Government intended to 
take ndvantage of M. Chicherin's offer to discuss ques- 
tions nt issue between the countries, Mr. Chamberlain 
replied in the negative. 


In our judgment, as far as the Soviet Government is con- 
cerned, it is not a matter of dignity or prestige. We 
believe that Moscow would not be unwilling to take the 
first step, but it is simply as Chichenin has once said— 
they do not know what reasonable next step is expected of 
them. The Soviet Government has indicated its readiness 
to stand by the treaties negotiated with the Labour Gov- 
ernment—if the present Conservative Government rejects 
the treaties and yet desires an agreement with Soviet 
Russia, then it is clearly its duty to point out to what 
exactly it objects. The British Government should give 
some proof of its sincere desire to come to an understand- 
ing, but the general attitude of the British Government 
and the speeches of certain members of the Cabinet rather 
tend to show the opposite. 


This is especially shown in the case of the accusations 
of anti-British propaganda which in British official circles 
is put forward as one of the main obstacles in the way of 
the establishment of normal and friendly relations between 
the two countries. On numerous occasions representatives 
of the British Government have made statements concern- 
ing anti-Hritish propaganda alleged to be carried on by 
representatives of the Soviet Government in foreign 
countries, but the Russian Foreign Office informed us that 
in no single instance were these statements substantiated by 
facts and brought officially to the attention of the Soviet 
Government. 


The Soviet Government, on its part, officially declared 
on several occasions that its representatives abroad were 
given strict instructions to observe scrupulously the under- 
taking given by the Soviet. Government to abstain from 
any acts or utterances directed against Great Britain. The 
Soviet Government maintains that its representatives 
abroad have never acted contrary to the above instructions. 
If any concrete case of violation of the given instructions 
by any of its representatives abroad were brought to the 
notice of the Soviet Government the latter declares that it 
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would at once cause a thorough investigation to be insti- 
tuted, and that should examination of the case prove the 
accusations to be true, the Soviet Government would not 
fail to give satisfaction, Further, the Russian Foreign 
Office stated that there have been a few cases when public 
declarations have been made which could have been con- 
strued as propaganda, but as soon as the Soviet Govern- 
ment became cognisant of them the individuals who made 
such declarations were rebuked, and in one case the offender 
was even recalled without waiting for protests from the 
British Government. 

It is idle to ignore the fact that when the British Govern- 
ment and opponents of friendly political relations between 
this country and the U.S.S.R. accuse the Soviet Govern- 
ment of carrying on propaganda against the British Empire, 
particularly in the East, they never bring forward concrete 
cases which the Soviet Government could either disprove 
or be asked to suppress. 

In the agreement arrived at after the Curzon crisis in 
1928 a clause was expressly inserted whereby any mis- 
understanding or an alleged unfriendly act of one Govern- 
ment or its agents against the other was to be brought to 
the notice of the former immediately, and an opportunity 
was to be given to explain or right the matter, before either 
side resorted to a formal exchange of notes. If the British 
Government has definite complaints to make against the 
Soviet Government regarding propaganda in the East, why 
does it not follow this procedure? 

We deem it advisable to explain here Moscow’s diplo- 
matic aims in Asia as they appear to us. The policy of the 
Soviet Government in the East is quite frankly based on 
the self-determination of the various nationalities. It was 
the first and is, so far, the only Government which has con- 
cluded with China a treaty based on mutual justice and 
equality, voluntarily renouncing all extra-territorial rights 
and other privileges insisted on by other Powers in China. 
Similarly, it has renounced the unjust ascendency over a 
portion of Persia exercised by the Tsarist Government as 
a result of the division of Persia by Tsarist Russia and 
Great Britain into spheres of Russian and British influence. 

It has granted autonomy and is endeavouring to spread 
education and to encourage the national culture of the 
Eastern races within the U.S.S.R. 

The renunciation by the Soviet Government of privileges 
and rights extorted by force or threats from semi-indepen- 
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dent countries by Imperialistie Tsarist Russia naturally 
stimulates the aspirations of those countries towards com- 
plete emancipation and independence. We do not know 
whether our Foreign Office would have the temerity, cate- 
gorically, to stigmatise this as "propaganda against Great 
Britain," but we fail to see how it can be discontinued 
unless the Soviet Government reverts to the aims and 
methods of the Tsars, and this it can hardly be for us to 
suggest. 

In view of the facts that no concrete instance of anti- 
British propaganda has been brought to the notice of the 
Sovict Government, and that British officials in touching 
upon this subject limit themselves to general observations, _ 
it is difficult to resist the conclusion that it is not so much 
a matter of the actual existence of such anti-British propa- 
ganda, as a convenient excuse for the preservation of the 
present state of unsettled relations between the U.S.S.R. 
and Great Britain. 

It must be conceded that these general accusations leave 
the Soviet Government defenceless, as one can disprove 
facts, but not generalities. At the same time there are no 
guarantees that these accusations are not based upon 
secret unauthenticated reports or even forged documents 
of the ‘‘Zinovieff letter" pattern. The Drujelovskys and 
Jakoboviches have not relaxed their activities and are to 
be found not only in the West, but also in the East—wit- 
ness the recent Dosser case. 

Norn.—Drujclovsky and Jakohovich, two White Guards, were 
accused of being lenders of a gang of falsificators in Berlin who sup- 
plied foreizn Governments with forged documents alleged to emanate 
from the Comintern and intended to compromise the Soviet Govern- 
ment, When Drujelovsky was arrested and his premises searched a 
large quantity of dies, seals, and letterheads were found similar to 
those of which the Bulgarian and Roumanian Governments made 
use of last Spring to justify the terrible massacres of farmers’ and 
Labour leaders. 

Dosser, representative of the Oil Syndicate in the Far East. who 
had been accused of propaganda activities in connection with the 
Shanghai riots, and who was brought up for trial before the Mixed 
Court in Shanghai. The Court, however, had to dismiss the case for 
lack of evidence. 


CHAPTER XX. 
CORRESPONDENCE WITH MR. A. T. RYKOV, 


Chairman of the Council of People's Commissaries. 
[Corv] 
Moscow, October 10, 1925. 
Dear Sm, 

As you arc no doubt aware, my colleagues (Mardy- 
Jones, M.P., G. H. Hall, M.P., D. R. Grentell, M.P., and 
R. A. Taylor, M.P.) and myself have been investigating 
economie and political conditions in Russia during the past 
five weeks. 


From what wc have seen we are of the opinion that it is 
vital to the interests of both Great Britain and Russia that 
n full and complete settlement of all outstanding questions 
should be negotiated between the two countries at the 
earliest possible date, as we believe this to be an essential 
condition for the expansion of Anglo-Russian trade. In 
order that no misunderstanding should exist in Great 
Britain as to the attitude of the Russian Government, we 
should be very much obliged if you would favour us with 
an official answer to the following questions :— 

(1) Is the Russian Government prepared to com- 
pensate British Nationals whose property or in- 
vestments in Russia were sequestrated ? 

(2) Is the Russian Government prepared to enter 
into immediate negotiations to settle all out- 
standing questions between the two countries ? 

(3) Can you state what classes and quantities of 
manufactured goods and machinery made in 
Great Britain could be immediately purchased by 
the Russian Government assuming, of course, 
competitive prices and reasonable credit 
facilities ? 

(4) Can you state the credit terms required by the 
Russian Government for the main categories of 
goods referred to above? 

On behalf of my colleagues and myself, 
lam, 
Yours faithfully, 
(Signed) R. C. WALLHEAD, M.P. 
Mr. A. T. Rykov. 
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M. RYKOV’S REPLY 


October 24, 1925. 
Dear Sins, 


You are perfectly right in saying “that for Great Britain 
as well as for Soviet Russia it is extremely important to 
come as soon as possible to a complete and exhaustive 
agreement on all important questions." I am very glad 
that this fact has found new confirmation as a result of 
your investigations here of the economic and political life 
of the Union of Soviet Socialist Republics. The Soviet 
Government has always held this point of view, has always 
been, and still is prepared to enter into negotiations for such 
an agreement. The success of such negotiations would bring 
about considerable tranquility in the international situ- 
ation, would undoubtedly hasten the economic reconstruc- 
tion of the Soviet Union, and would, by the promotion of 
trade, tend to reduce unemployment in England. The point 
of view of the Soviet Government on the present outstand- 
ing questions has repeatedly been stated both before nnd 
after the negotiations which took place in 1924. Your letter 
nffords me an opportunity to emphasise once again our 
point of view. 

You ask me whether the Soviet Government is prepared 
to compensate British subjects whose property has been 
nationalised in Russia. The readiness of the Soviet 
Government to solve this question on the basis of mutual 
benefit is proved by points 10, 11, and 12 of the General 
Treaty signed by Great Britain and the Soviet Union on 
August 8, 1924, which deal with the order of the examina- 
tion of claims and the conditions of their settlement. 


In reply to your second question—is the Soviet Govern- 
ment prepared to enter immediately upon negotiations for 
the settlement of all outstanding questions between the 
two countries?—niy answer is in the affirmative. Even 
after the rejection of the treaties, the Soviet Government 
on several occasions stated its readiness to enter upon new 
negotiations with the British Government. But it is quite 
obvious that such negotiations are possible only if both 
sides have a sincere desire to attain a settlement. To my 
deep regret, I must state that the British Government on 
its part has not shown such a desire. Official pronounce- 
ments of certain members of the British Cabinet, not to 
mention the behaviour of the Press of the party in power, 
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would rather indicate a lack of desire on the part of the 
British Government to come to an agreement with the 
Soviet Government on controversial questions, 


With regard to your third question, as to the kind and 
amount of merchandise and machines of British manufac- 
ture which can be immediately purchased by the Soviet 
Government, provided there be favourable: price and credit 
conditions, this question has been answered by Mr. 
Rakovsky, Chargé d’Affaires of the Soviet Government in 
Great Britain, in his statement made in July last, regarding 
our intention to place orders for British. manufactures to 
the amount of fifteen million pounds sterling. 


We looked upon this order only as a starting point in the 
creation of extensive and solid relations between British 
industrialists and Soviet economic organisations. I have 
given instructions that you be supplied with a list of our 
approximate needs in merchandise and machinery for which 
we would wish to place immediate orders in Great Britain. 
If the initial order had been placed, we were prepared, in 
the interests of developing our industry and agriculture, to 
place new orders. Unfortunately, this programme of ours 
has only been partially fulfilled ; we were able to place only 
one-fifth of our orders for textile machinery in Great 
Britain. The failure of our attempt to get into closer 
touch with British industry is due to the refusal of the 
British banks to grant facilities to British industrialists 
ready to trade with the Soviet Government. 


The expansion of Anglo-Soviet trade is closely connected 
with the regulation of the question of credits which you 
mention in Point 4. Credits, of which our industrial and 
economic organisations are in need for their trade opera- 
tions in Great Britain, may be divided into two categories : 
short-term credits for the purchase of commodities, and 
long-term credits for the purchase of machinery. Neither 
type of credits required by us exceeds the facilities accorded 
by British merchants, industrialists, and banks to citizens 
and firms of other foreign countries. 


We are in the future also ready to make efforts for the 
extension of Anglo-Soviet trade, and closer economic co- 
operation between both Governments, and for the solution 
of any questions which might obstruct such co-operation. 
But the success of our policy can be secured only in case 
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the Government and public opinion of Great Britain mani- 
fest the same goodwill as is shown by public opinion and 
the Government of the Union of Soviet Socialist Republics. 


Sincerely yours, 
(Signed) A. Т. RYKOV. 


Mr. Richard С, Wallhead, M.P., 

British Parliamentary Delegation, 

London. . 

Mr. A. T. Rykov's offer was reiterated by Mr. Chicherin, 

on December 21, 1925, in Berlin, in the course of an inter- 
view with the Press :— 

“I have not even an idea whether the British 
Government wishes to enter into an agreement with 
the Soviet Government. 

“The proposed Anglo-Russian Agreement made 
with Mr. MacDonald’s Government has been rejected 
by the present Conservative Government, but my 
Government has yet to learn the grounds upon which 
that was done and what was objected to. 

“М. Rakovsky and M. Litvinoff have already in- 
formed Lord D’Abernon, British Ambassador in 
Berlin, that the Soviet Government is thoroughly 
desirous of entering into friendly relations with Great 
Britain, but until my Government is informed what 
the British Government’s objections are to the treaty 
negotiated with Mr. MacDonald’s Government, my 
Government cannot make new proposals.” 

This interview was treated with silent contempt by the 
British Foreign Office. 


CuapTer XXI. 


GENERAL CONCLUSIONS 


S pointed out in the Preface, we visited Russia to 
А "= the possibilities of the Russian market 
as a field for British export trade. 

The immediate and future potentialities far exceeded our 
hopes. Throughout the entire area of the Republic there 
is an immense shortage of manufactured goods of every 
conceivable kind, and, generally speaking, British goods 
are preferred to others. Shortage, unless coupled with 
the power to pay, obviously does not constitute a market, 
but Russia’s present inability is only of а temporary 
character, similar to that of the U.S.A. when the Republic 
of the West in order to develop her resources more rapidly 
was borrowing heavily from Europe. 

Sovict Russia, ever since the senseless policy of armed 
intervention and the barbarous blockade were both finally 
abandoned in 1921, has made rapid strides towards reach- 
ing the pre-war level of production. The latter was, of 
course, far from satisfactory. There is a very wide differ- 
ence between the pre-war output and the level which could 
be reached by the introduction and application to the great 
natural wealth of Russia of the most scientific methods of 
exploitation and production. Herein lies a vast market for 
our manufactured goods and the potential ability of the 
Sovict Government to pay. Pre-war production can be not 
only doubled, but trebled, and even eventually quadrupled. 
This would enable Russia to meet all] interest and 
amortisation charges on commercial credits and loans for 
productive purposes, and at the same time give to its people 
a standard of living much higher than they ever had in the 
past or now enjoy. 

As shown in the preceding pages of this report, Sovict 
Russia would be willing to place orders in Great Britain 
immediately, provided she were granted normal trade 
credits, for electrical machinery, locomotives, railway 
material, pipes, tubes, boring tools, machinery shop equip- 
ment, agricultural machinery of every description, coal- 
mining machinery, wood-cutting and saw mills equipment, 
laboratory equipment, steam engines, turbines, internal 
combustion engines and textile machinery. 

It is of importance to note that these orders would be 
of particular value to Great Britain, because they would 
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bring relief to those trades which are suffering most heavily 
from unemployment : on the authority of the Ministry of 
Labour Gazette for December, 1925, 20 per cent. of the 
workers in the engineering and iron and steel trades are 
unemployed. 

The Government could, if it would, make these orders 
immediately realisable to British manufacturers. 

A mere stroke of the pen would extend the facilities of 
the Trade Facilities Acts to British-Russian trade, and we 
do not believe that there would be any serious opposition 
in the House of Commons to raising the total sum available 
under these Acts by from 50 per cent. to 100 per cent. 

These measures, if adopted, would be immediately 
followed by additional trade credits from manufacturers 
and loans from bankers. However, a complete political 
settlement of all questions still at issue between the Govern- 
ments of Great Britain and Russia is a sine qua non for the 
development of large-scale trade between the two countries. 

As already explained, the Russian Government is willing 
and eager for a conference to negotiate a settlement of all 
outstanding issues, but the policy or lack of policy of the 
British Government is to allow the present unsatisfactory 
relations with all their inherent dangers to remain as they 
are. We are sensible of the problems with which such a 
conference would have to deal, on the one hand claims for 
sequestrated properties, and on the other hand claims for 
the damage caused by armed intervention and blockade, 
but, with goodwill on both sides, a reasonable and equit- 
able settlement could be reached without difficulty. 

The non-settlement of these issues in our judgment is 
the pretext, or part of the pretext, but not the cause of 
the hostility of the Conservative Government towurds the 
Soviet régime. The plain fact is that a small but wealthy 
and influential section of the governing classes in this 
country who have not yet reconciled themselves to the per- 
manent existence of the Soviet Government are, in this 
matter, dictating the policy of Mr. Baldwin’s administra- 
tion. They are still hoping that the Soviet Government 
will some day, somehow, be superseded by an autocratic 
or bourgeois regime. 

No doubt their hopes are nourished with false reports 
about conditions in Russia by the “White” émigrés. Our 
governing classes were notoriously ill-informed about the 
actual state of affairs in Russia right up to the November 
revolution. A well-known member of the staff of the 
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British Embassy in Petrograd in the year 1917 said that 
our Foreign Office neither knew nor wanted to know any- 
thing concerning developments within Russia. 

We are persuaded that our governing classes are even 
more badly informed to-day, because in pre-revolutionary 
days their sources of information were more numerous : 
then, in addition to the Ambassadorial and Consular Staff 
in Leningrad (then Petrograd), forty-four Russian cities and 
towns had either consults, vice-consuls, or consular agents 
representing Great Britain; now, outside Moscow, Lenin- 
grad, and Vladivostock there is not a single British repre- 
sentative. 

In our considered judgment, based on our own observa- 
tions and inquiries within the country, the Soviet Govern- 
ment enjoys the whole-hearted support of the vast 
majority of the people, and it is steadily adding to its 
popularity and its hold on the country. 

This conclusion is shared by both delegations and mem- 
bers of many nationalities who have visited Russia, . 
particularly during the last two years. We are confident 
that the majority of British nationals who have preferred 
claims against Russia, and many of the largest manufac- 
turerq in Great Britain, to say nothing of our vast un- 
employed army, would welcome very warmly a round 
table conference between representatives of Great Britain 
and Russia which would settle once and for all the issues 
still unsolved, and lay the foundations of a large import 
and export trade between the two countries to the mutual 
ndvantage of the entire populations of both Great Britain 
and the U.S.S.R. 

It is in the hope that this booklet will assist the realisa- 
tion of this desirable consummation that we place it 
before our fellow countrymen. 


D. R. GRENFELL, M.P., 

G. H. HALL, M.P., 

T. I. MARDY-JONES, M.P., 

R. A. TAYLOR, M.P., 

R. C. WALLHEAD, M.P. (Chairman). 
W. P. COATES (Secretary). 
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t. « . the delegation has published a most interesting 
illustrated report." 


MAN AND METAL. 


“These women went to Russia to sec the Russian 
working women, and nobody who reads it can doubt 
how much they saw and thoir capacity for noting the 
essential matters." 


THE LABOUR WOMAN. 


“The book, which is beautifully got up, contains 
numerous photographs, besides the very valuable 
information concerning working conditions in Soviet 
Russia, and is written up in rather an interesting 
manner, and is well worth securing.” 

NATIONAL AMALGAMATED FURNISH- 
ING TRADES ASSOCIATION MONTHLY 
REPORT. 


“We can recommend our members to buy the 
report of the investigations in Soviet Russin made by 
Miss M. Quaile, Miss A. Loughlin, Mrs. A. Bridge, and 
Mrs. L. А. Aspinall. These well-known trade union 
representatives of the printing, garment workers, 
textile, and transport and general workers spent from 
April—July in Russia, They visited factories and 
workshops with a view to getting first-hand know- 
ledge of the working conditions of the people. 


“The result of their labour is embodied in this 
beautiful illustrated report of the 100 well-printed 
pages. It contains about thirty remarkably good 
illustrations.” 


AMALGAMATED SOCIETY OF WOOD- 
WORKERS’ MONTHLY JOURNAL. 


“We have not space to touch upon the fascinating 
picture the report gives of what Red Russia has done 
for the children. Every * Crusader’ reader ought to 
spend a shilling on this report and study it for him- 
self." 


THE CRUSADER. 
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(Translated from the Russian) 
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A short authoritative history of Bessarabia and its 


occupation by Roumania 


“This is delightful book written in good, lucid 
style. 


** To those who desirc to learn how modern Empires 
are made, we recommend this book.” 


THE ASSURANCE AGENTS’ CHRONICLE. 


"The war which was to make the world safe for 
democracy has left that world scattered with areas 
where freedom and democracy are outraged, where a 
sullen population is cowed under alien rule, where 
despair, demoralisation, and economic decline go hand 
in hand. So many are these areas that we barely 
know them by name, unless resentment and 
suppression take some unusually sensational form. 
Mr. Rakovsky’s booklet will go far to remove 
ignorance and apathy where Bessarabia is con- 


cerned.” 
NEW LEADER. 


“The pamphlet by Mr. Rakovsky throws further 
and much-needed light on the occupation and 
annexation of Bessarabia, a former province and 
government of South-West Russia. 


“Tt is an illuminating pamphlet and should be 
read by all.” 


THE LABOUR STANDARD. 


“ The facts about the annexation and occupation 
have been collected by Mr. С. С. Rakovsky, in a 
booklet, ‘ Roumania and Bessarabia.’ Mr. Rakovsky 
—himself once an active member of the Roumanian 
workers’ movement—has no dilliculty in showing up 
the Roumanian Government's claims to Bessarabia.” 


LANSBURY'S WEEKLY. 
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